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MONDAY, JUNE 6, 1955 


HovseE or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met, pursuant. to call, at 10:20 a. m., in room 
1501, House Office Building, Hon. Porter Hardy, Jr. (chairman of 
the subcommittee), presiding. 

Members present: Representatives Porter Hardy, Jr., Jack B. 
Brooks, Edward A. Garmatz, Henry S. Reuss, Charles B. Brownson, 
and George Meader. 

Also present: Maurice J. Mountain, counsel; Walton Woods, staff 
investigator; and Phyllis Seymour, subcommittee clerk. 

Mr. Harpy. Let the subcommittee come to order. 

This is the opening of a series of hearings in connection with cer- 
tain activities of the State Department. We cannot tell now just how 
long these will run. This series of hearings is pursuant to authority 
of the subcommittee, under the Legislative Reorganization Act and 
under the rules of the Committee on Government Operations. 

I want to read into the record a brief statement to sort of put in 
focus the area which we plan to cover. 

Over the past decade, more than $52 billion of the American tax- 
payers’ money has been expended in overseas operations, including 
military, economic, and technical assistance, as well as a multiplicity 
of information activities. Efficiency and economy in the expenditure 
of these vast sums are important to us all, and as an outgrowth of that 
fact it is a matter of special concern that the organization of the Gov- 
ernment be adequate to the task of conducting our foreign affairs. 
As the Hoover Commission Task Force on Foreign Affairs said in 
1949 : 

The positive eharacter of the United States objectives in world affairs has 
implications in terms of organization. It is obvious that a comprehensive and 
resourceful approach must be made to the problems of government in the foreign 
affairs area. 

Since the Hoover Commission days, the executive branch has spent 
more than a half million dollars in studies of these problems. Most of 
these have centered upon the Department of State and the Foreign 
Service, and the general conclusion over the years has been that. in 
Inany important respects our machinery has not been adequate, that 
there has not been, to borrow the words of the Hoover Commission, 

“a comprehensive and resourceful approach to the problems of gov- 
ernment in the foreign affairs area.” 
1 
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This subcommittee, whose duty it is to examine the operation of the 
Department of State and allied agencies in terms of their efficiency and 
economy, has been informed that the studies have been many, their 
recommendations for the most part clear. 

However, it appears that the characteristic response of the Depart- 
ment and of the Foreign Service has been to accept inconsequential 
reforms with great fanfare, meanwhile unobtrusively shelving action 
on more basic recommendations. 

Preliminary information indicates that by such devices our anti- 
quated and rusty foreign policy machinery has periodically received 
a fresh coat of paint instead of the major overhaul which competent 
observers repeatedly have eaael. 

If these allegations are true, it is a matter of real concern to Con- 
gress. It is, therefore, the purpose of this subcommittee, under its 
assigned jurisdiction, to inquire into the history of these studies and 
their implementation to determine first whether these allegations are 
true, and then, if they are, to point the way to improvements. 

Three studies have been singled out for particular attention: The 
White House Task Force on Overseas Personnel, which had its begin- 
ning in May 1953; the work undertaken by Robert Heller & Associates, 
which began in July 1953 under contract with the Department of 
State; and the Secretary of State’s Public Committee, otherwise 
known as the Wriston Committee, which began its work in March 1954. 

It appears from these dates that during one period all three of these 
projects were functioning at the same time for the common, stated 
purpose of improving the administration of our foreign operations. 
It is proposed in the series of hearings beginning today to present 
the case histories of each of these. 

From the sponsors of these studies we can expect to learn the full 
purpose they were intended to serve. From the reports each sub- 
mitted we shall have the record of the conditions each group found 
to exist, and from the Department we hope to establish the manner 
and the extent of the use that has been made of them. 

The most expensive of these projects was the 10-month program 
undertaken in 1953 by the Heller Associates, a private firm of man- 
agement consultants, at a cost of more than a quarter of a million 
dollars. 

In the course of this management survey, this firm envisioned a 5- 
percent annual saving in the Department budget, a gain of approxi- 
mately $5 million every year. It is with the Heller study that we 
today begin this inquiry. 

Mr. Mountain, who is your first witness ? 

Mr. Mountarn. Mr. Lourie. 

Mr. Harpy. Mr. Lourie, will you take the chair, please? 

First of all I want to express the appreciation of the committee to 

ou for being with us this morning, and giving us the benefit of your 
ceaiiniae of the matters with which we are concerned. 

I think it might be well, before we start any other considerations 
in connection with your testimony, if you would give us a brief back- 
ground of your personal history prior to your association with the 
State Department. I am requesting this in anticipation of some very 
searching questions which Mr. Brownson will probably want to pursue. 
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STATEMENT OF DONOLD B. LOURIE, FORMER UNDER SECRE- 
TARY FOR ADMINISTRATION, DEPARTMENT OF STATE 


Mr. Lourte. I do not know how far back you want me to start in 
my personal history. 

Mr. Harpy. Judging your age, you wouldn’t need to go back very 
far. 

Mr. Lourte. Thank you, sir. I would have to go back quite a ways. 

I was born in Decatur, Ala., and lived in California, Wisconsin, 
and Peru, Ill. I went to college and after graduating from Prince- 
ton I went to work for the Quaker Oats Co., and that is the only 
job I ever had. 

That is my brief history. 

Mr. Harpy. You did sketch that one in a hurry. 

What is your present position with the Quaker Oats Co., Mr. 
Lourie ? 

Mr. Lourm. After I left the State Department I returned to my 
former responsibility as president of the company. 

Mr. Harpy. You were president of the company when you came 
down here? 

Mr. Lourie. I was, sir; yes. 

Mr. Harpy. You know, I think your modesty is a little bit surpris- 
ing here. 

Mr. Brownson, do you want to get into this act and help bring out 
some of these facts? Mr. Lourie is modest to the extent that I think 
we are probably going to have to ask him some pointed questions to 
find out how he got from Alabama up into that high bracket. 

Mr. Brownson. The only thing I think, Mr. Chairman, is that his 
modesty is keeping him from putting in the record information I 
would like to see—some of his previous contacts with Government in 
various echelons. I know he wasn’t just plucked out for this par- 
ticular job without having contributed some significant public service 
in the past. 

Mr. Harpy. I can be pretty sure that he has contributed some con- 
siderable public service in his capacity as president of the Quaker 
Oats Co. Most of us grew up on products of that company. 

Mr. Lourre. Thank you, sir. 

Mr. Harpy. That company started with the youth of the land from 
years ago. Ithink your point is well taken. 

Mr. Brownson. I hate to say it, but I am an old Ralston man. 

Mr. Lourtr. Did I leave out the fact, sir, that I lived in Indianap- 
olis, too ? 

Mr. Brownson. I have been trying to get that in. 

Mr. Lourte. I do not believe, Mr. Chairman, that I performed any 
particular governmental service before. I had never been in Govern- 
ment service before coming down in 1953. 

Mr. Harpy. Mr. Lourie, I don’t believe we even got in the record 
your full name. 

Mr. Lourre. It is Donold B. Lourie. 

Mr. Mountain. When did you enter into your duties as Under 
Secretary of State for administration ? 

Mr. Lourte. I believe the date was February 13 that I was sworn in. 
February 13, 1953. 
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Mr. Mounrarn. You had received an excepted appointment as a 
consultant earlier than that? On January 21, 1953? 

Mr. Lourte. Yes; I came down at the time of the inauguration and 
served as a consultant until February 13. 

Mr. Mountain. What was the statutory basis for your position as 
Under Secretary of State for Administration, Mr. Lourie? 

Mr. Lourre. That post was created by Public Law 2. 

Mr. Mountain. Of the 83d Congress? 

Mr. Lovurte. Yes. 

: Mr. Mounratn. What were the basic tasks assigned to you by this 
aw ¢ 

Mr. Lourte. My assignment was Under Secretary for Administra- 
tion. I was charged with the responsibility of the organization of the 
Department, the reorganization of it, primarily, and the administra- 
tive end of the Department. 

Mr. Mountain. Did you have responsibility for budget operations? 

Mr. Louvre. Yes; that came under my general supervision. 

Mr. Mounrta:n. And for personnel ? 

Mr. Lourm. Yes. 

Mr. Mountatn. And for operating programs generally? 

Mr. Lourie. Yes. 

Mr. Harpy. As a matter of fact, Public Law 2 of the 83d Congress 
established those provisions, as I recall it, with the intent of setting 
up this Under Secretary for Administration as a more or less autono- 
mous position and without responsibility to anybody else in the State 
Department except the Secretary, himself. 

Mr. Lourts. I was directly responsible to the Secretary; yes, Mr. 
Chairman. 

Mr. Harpy. My recollection of the testimony was that Congress had 
a feeling that they wanted this Under Secretary to be more or less 
responsible to the Congress rather than to anybody else down in the 
State Department, except the Secretary. 

Mr. Louris. They put a 2-year limit on it when it was created, 
finally. 

St Moorerari. What was your responsibility to the other Under 
Secretary of State, the Under Secretary of State for Policy, Mr. 
Bedell Smith? 

Mr. Lourtr. We worked together but mine was administrative and 
his was policy. 

Mr. Harpy. Then does the committee understand they were co-equal 
positions ? 

Mr. Lourre. As Under Secretaries go, yes; although he ranked me 
as far as policy was concerned because I had nothing to do with it, and 
that is the major function of the State Department. 

Mr. Harpy. What isthe major function of the State Department ? 

Mr. Lourie. To carry out foreign policy, under the President’s 
order. 

Mr. Harpy. As an administrative man you were not too concerned 
with policy, but insofar as administration was concerned, I would have 
thought that under the law, you would have outranked him. Is that 
correct 

Mr. Lourte. No; it wasn’t set up that way, Mr. Chairman. 

Mr. Harpy. Isn’t that the way the law was intended? Is that your 
concept of it? 
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Mr. Lourts. No; it was not. 
Mr. Harpy. Under your concept of your responsibilities you were 
responsible to the Secretary of State through your co-equal Under 
Secretary, Mr. Smith ? 

Mr. Lourte. Or, to change the wording of it a bit, working with 
him. Cooperating with and working with him. 

Mr. Mounrarn. In the event of a disagreement, Mr. Lourie, between 
the two Under Secretaries, how were such disagreements resolved ? 

Mr. Lourte. If we had any—and I do not recall having any serious 
ones that we could not resolve ourselves, we would naturally go to the 
Secretary. 

Mr. Mountrarn. Your responsibility, then, was directly to the Secre- 
tary ¢ 

Mr. Lourie. That is right. 

Mr. Mounrtarn. Will you describe for us the events leading up to 
the hiring by the Department of the firm of Robert Heller & Asso- 
ciates ? 

Mr. Lourte. Yes; I will be glad to. 

We in the Quaker Oats Co. had used their services—used Robert 
Heller & Associates services, back in 1943 and 1944. As management 
consultants, we asked them to come in and study our internal organiza- 
tion, particularly as it applied to sales. They worked for us for about 
15 months. When I came down here and was finally sworn in, I asked 
them in, I think, February of 1953, to come in and look around to see 
if they could be of any help to us. At that time they were busy. 
They were doing work for many industrial concerns. They had been 
doing some work for the Defense Department and the Post Office 
Department. They could not accept a new assignment. 

As I recall the date, it was not until July that they—July 1953—that 
they finally started to work for the Department. 

Mr. Meaper. Mr. Chairman, might I ask a question at this time? 

Mr. Harpy. Mr. Meader 

Mr. Meapver. Where did the money to pay the Heller Associates 
come from? Had there been an appropriation by Congress for that 
specific purpose, or did you find the money somewhere within the 
loose wording of the State Department budget? 

Mr. Lourt. As I recall, we got it out of the budget. It was not 
specifically earmarked by Congress. 

Mr. Harpy. I might suggest, Mr. Meader, we want to get into a 
Conan discussion as to the source of these funds a little bit 

ater. 

Mr. Meaper. I was merely trying to determine on what basis he 
undertook this expenditure of tnahitic funds. 

Mr. Harpy. They usually have some emergency funds down there 
they could use, I would think, but in any event that is a phase I think 
we want to discuss in considerable detail a little later, so suppose we 
pass it over if you do not mind. 

Mr. Mraper. Very well. 

Mr. Harpy. We could get back to this question of Heller Associates. 

I understood you to say, Mr. Lourie, that Heller conducted a study 
for the Quaker Oats Co., is that correct ? 

Mr. Lourie. Yes. 

‘ = Harpy. And that had extended over a considerable period of 
ime ¢ 
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Mr. Lourie. Fifteen months. 

Mr. Harpy. Had that been completed at the time you discussed with 
them doing a survey in the State Department ? 

Mr. Lourtm. Yes, this goes back, Mr. Chairman, to 1943 and 1944, 

Mr. Harpy. Well, now, did you find that their recommendations 
were generally sound? Thatris, for the Quaker Oats Co.? 

Mr. Lourre. Yes, decidedly so. 

Mr. Harpy. And most of their recommendations, then, you did put 
into effect ? 

Mr. Lourtr. Many of them we did not, but many of them we did. 
In other words, they were merely recommendations. We did not see 
fit to use them all, but we used some of them. 

Mr. Harpy. Well, that, of course, is not surprising, that you would 
not accept all the recommendations of somebody like that, but unless 
you had some idea that you were going to accept a good many of them 
it would be a waste of money to employ them. 

Mr. Lourie. That is right. 

Mr. Brownson. Has Bacher Oats, during the long time that you 
were with them, used other business management firms besides Heller ? 

Mr. Lovurtz. No, Mr. Brownson, so far as I recall, that was the only 
one of that type that we had ever used. At that time they had ren- 
dered service for many other concerns, industrial concerns. 

ee Brownson. Heller & Associates are a well known firm, nation- 
ally 

Mr. Lourie. They are one of the best known. They have a splendid 
reputation. 

Mr. Brownson. But Quaker Oats never used this type of survey 
before 1943-44? 

Mr. Lourte. That is right. 

Mr. Brownson. Thank you. 

Mr. Mountain. Mr. Lourie, in reorganizing the Department and 
carrying out your functions as Under Secretary of State for Admin- 
istration, can you tell us why Robert Heller, or an outside management 
firm was brought in, as opposed to using personnel within the Depart- 
ment to carry out these tasks? 

Mr. Lourtm. Yes, I think for the same reason, Mr. Mountain, that 
we used their services in business. We felt that someone coming in 
from the outside would have a fresh viewpoint and could look ob- 
jectively at the problem. 

Mr. Mountain. Mr. Lourie, I am going to hand you certain docu- 
ments and refer to them, one after the other, and ask you-to identify 
them. 

I have given you a letter of June 2, addressed to you, from Robert 
Heller & Associates, signed by F. L. Elmendorf. Am I correct that 
this letter was their initial written proposal to you for work to be 
undertaken over a period of 7 months for a total amount of $154,850? 

Mr. Lourt. It is the first definite and written proposal that I recall, 
yes. 

Mr. Mounrarn. Will you check me that those figures are correct? 
Mr. Lourie. Do you mean on the number of months? 

Mr. Mountarn. Yes, on page 4, I believe, you will find the figures. 
Mr. Lourie. That was their proposal. 

Mr. Mounvrarn. That was their initial proposal to you? 






































Peete oe an Naar 


cs Eee 


ae 







gfe stoic) 
geet 














ADMINISTRATION OF OVERSEAS PERSONNEL 7 


Mr. Lourie. I am not sure that that is the first letter we had in 
writing from them though, Mr. Mountain, but as I remember, this 
was their first proposal outlining the scope of the work and the 
amount of money that was involved. 

Mr. Mountain. Mr. Chairman, I request that the letter be placed in 
the record, 

Mr. Harpy. At this point in the record, without objection, the letter 
will be inserted. 

(The letter referred to follows :) 


ROBERT HELLER & ASSOCIATES, INC., 
Cleveland, Ohio, June 2, 1958. 
Hon. DonoLp B. Lourie, 
Under Secretary for Administration, 
Department of 8:ate, Washington 25, D.C. 


Dear Mr. Lourie: In compliance with your request, I am pleased to submit 
a summary of our opinions concerning the administrative organization and pro- 
cedures of the Department of State and our ideas with respect to opportunities 
for reducing costs and improving management. These comments, while based 
in part upon our accumulated experience in Government, are predicated upon 
only a short period of exploratory work for the Department and, therefore, are 
general in nature. 

It was our privilege, during the time spent at the Department, to discuss 
administrative practices with a number of key executives and others familiar 
with management problems. Special attention was given to the Bureau of Euro- 
pean Affairs, which was selected for us as being illustrative of conditions to be 
found. For obvious reasons, we did not concern ourselves with the foreign policy 
aspects of the Department’s work and, consequently, have no opinions in this 
area. 

Suggestions which we make to effect savings and to improve management: 
activities are based upon an assumption that the Department proposes to adopt 
a bold and aggressive attitude toward reaching its objectives in this regard. 
Moreover, it is assumed that speed is of extreme importance and that, within 
reasonable limits, a willingness exists to run some calculated risks in cur- 
tailing expense. 

FINDINGS 


Our findings to date indicate that: 

1. Changes in the top organization structure, which have been completed in 
recent months or are now in motion, should contribute substantially to better 
management and should suffice, for an interim period, during an examination 
of the lower levels of organization. 

Long range, subject to needs developed at lower levels, top organization can 
probably be simplified and strengthened. 

2. Steps now being taken to reduce manpower at home and abroad will prob- 
ably go a long way toward meeting the requirements of the budget for fiscal 
1954, but further arbitrary “crash” action in selected areas will undoubtedly 
be necessary in order to attain the budget goals which will be established for 
the Department. 

With detailed attention to the various segments of the organization, many 
opportunities appear to exist to reduce personnel needs and operating expenses, 
over a longer period, through elimination of marginal or nonessential programs 
and simplification of organization structure at all levels. 

3. Efforts to simplify administrative practices and to eliminate paperwork, 
how underway, should also eventually pay off in terms of lower manpower re- 
quirements and operating expense, but this program should be materially 
accelerated. 

There is a good possibility that numerous reports and other types of data, 
currently considered desirable, could be eliminated on a “crash” basis without 
adversely affecting the mission of the Department and that much can be done 
to reduce workload generated by complicated procedures. Further, an objective 
review of administrative policies with respect to expense allowances should be 
productive of savings. 

4, Acknowledgment by the Department in recent weeks of poor public and 
congressional relations, and corrective moves presently being made, should con. 
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tribute to better management, but improvement in working relationships with 
other departments and agencies could aid in cost reduction. 

To this end overlapping responsibilities with other departments and agencies 
should be carefully examined with the aim of eliminating unnecessary programs 
and functions, clarifying division of work, and preventing needless duplication. 

5. Reexamination of contributions to international organizations and fees 
charged for services by the Department, currently under scrutiny, should be 
productive of both savings and greater income without impairing implementa- 
tion of the Department’s foreign policies. 

In these regards, efforts should be speeded up and provision made for assuring 
objectivity in reaching final conclusions. 

6. Development of ways and means for keeping key executives of the Depart- 
ment better informed concerning the administrative policies and procedures of 
bureaus and other departments would contribute to cost reduction. 

At present, because of inadequate information concerning administrative mat- 
ters, top management is at a disadvantage in evaluating the effectiveness of 
work being done and, through this means, to bring about maximum economies. 


SUGGESTED PROGRAM OF ACTION 


Among other things, our analysis of administrative affairs of the Department 
reveals that, by and large, key personnel are every day so burdened with work 
that little or no time is available to give serious thought to organization or pro- 
ecedural reforms. If, however, a group of these top-flight officials could be as- 
sembled, under the right sponsorship, and required to devote their entire time 
to such a task, fast results in improving management and effecting savings might 
be secured. For many reasons, this procedure does not seem feasible. 

As a substitute for a Department task force, the employment of outside con- 
sultants should be considered. The right kind of consultants should prove of 
practical service because it would bring to bear upon the problem a high order 
of special skills and an objective point of view. Moreover, time would be saved 
because of the concentrated and continuous work which could thus be obtained. 
Such consultants should be specialists in organization and procedures and have 
long experience in Government operations. 

If Robert Heller & Associates were employed, it would be our recommendation 
that the following projects be undertaken by us, and that they should be started 
in the order proposed with as much concurrence among them as possible. To 
some degree they are inseparable. 

(1) Provision of assistance in completing the “crash” action necessary to 
meet revised budget levels. 

(2) Development of ways and means to improve and control administrative 
practices and reduce volume of paperwork. 

(3) Collaboration in eliminating and controlling programs and thus reducing 
workload. 

(4) Participation in development of basic patterns for working with other 
departments and agencies. 

(5) Provision of assistance in simplifying the lower levels of organization, 
both home and abroad. 

(6) Collaboration in evaluating contributions to international organizations 
and fees charged for services. 

(7) Determination of top management organization needed for the future, 
including provisions for keeping management better informed as to administra- 
tive activities. 

Manpower required to carry out the proposed program would range from 2 
to 6 senior Robert Heller associates, to be added as work progressed, plus sufii- 
cient time of the senior vice president of the firm for general supervision. In 
addition, the Department should assign at least 3 well-informed persons to the 
task force thus formed, thereby keeping consulting fees at a minimum and 
assuring continuity in the work which would naturally follow expiration of our 
contract. 

Robert Heller & Associates would be retained in a strictly advisory and con- 
sultative capacity but would be responsible for the organization of the task 
force, its procedures and progress, and for making recommendations to top man- 
agement with respect to projects undertaken. At this time, it is impractical to 
timetable the proposed program but it is estimated that at least 6 to 7 months 
would be required to carry the assignment to a point where Department personnel 
would be sufficiently trained to take over from us. 
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It goes without saying that, in addition to the associates who would be as- 
signed to the work, all the supporting resources of the firm in Cleveland, Ohio, 
including drafting, statistical, and systems and procedures personnel of our 
research department, would be available as required. 

Insofar as possible, the work of such a task force should be geared to getting 
things done and not to surveying and writing a report based thereon. As con- 
clusions are reached, they should be presented for decisive action, by means of 
frequent oral reports of progress, and not held for a formal report which might 
be written some weeks or months later. It would be recognized, however, that 
at the conclusion of our work the Department would require a written summary 
of accomplishments and a constructive general plan for the future. 


COST OF WORK 


Robert Heller & Associates could start work for the Department on or about 
June 15, 1953. This is due to the fact that, as a public service, two of our clients 
are Willing, notwithstanding delays caused in their work, to release, at an early 
date, associates now assigned to them who are specifically fitted for the proposed 
assignment. In addition, certain associates are willing, for the same reason, 
temporarily to postpone vacations. 

From June 15 to July 1, the task-force program would be organized and initt- 
ated with active work started on the first project. During this period, the full- 
time services of one associate and the part-time assistance of the senior vice presi- 
den would be provided. The cost for June, including all out-of-pocket expenses 
within the continental United States, would $5,150. 

On July 1, another associate would report to the staff and, early in the month, 
the second project would get underway, to be followed soon thereafter by initial 
work on the third project. The fee for July, including all out-of-pocket expenses 
within the continental United States, would be $11,650. For this the Depart- 
ment would receive the services of two senior associates, plus the part-time assist- 
ance of the senior vice president, with allowance for a few days’ vacation long 
overdue one of the staff members. 

In passing, it should be noted that improvement in administrative procedures, 
project 2, is a long-range if not continuing undertaking which R. H. & A. 
would get started, carry forward in its initial stages, and provide a plan of 
action and objectives for the Department. 

During the month of August, with the addition of another associate at mid- 
month, the fourth project could probably be started. Further, for at least 
3 weeks during this period, the senior vice president would be able to work 
abroad, evaluating opportunities for simplifying organization and reducing costs 
at several important locations. The cost for August, allowing for another brief 
vacation for one of the staff members, would be $19,500, including all out-of- 
pocket expenses for both foreign and domestic travel. 

In September, it would be possible to add the fourth member to the staff, 
start work on the fifth project, and further accelerate the program. Fee for 
September, including all expenses within the continental United States, would 
be $21,900. 

On October 1, 2 more associates could report for work and be productively 
used to get the remaining projects actively underway and speed up work on 
others. Except for brief periods of essential vacation leave, the Department 
would have available to it 6 senior associates and the part-time assistance of 
the senior vice president for the months of October, November, and December. 
With this staff, it would be our objective to complete our part of the task-force 
program as near December 31 as possible. Charges for October, November, 
and December, including all out-of-pocket expenses within the continental United 
States, would be $96,650. 

To summarize cost, as we now see it, the month-by-month fees would be— 


OI a ats a Se REC Eran UI a cen techeteceate eiebens $34, 750 
UU ee ee Es ee 0 ON i cc 34, 750 
fA ll a a ce 19, 500 insta sia 
Serene. oe ccs camm he OOO OR ES chai eeiaiaeecesa! 154, 850 
COCCI hd ls te 27, 150 


If shortcuts were to be developed as the assignment progressed, the fee would 
be adjusted downward accordingly. Moreover, as part of the terms of our 
contract, a cancellation clause would be provided so that at any time, on 60 
days’ notice, the work could be curtailed or terminated. 





























































































































10 ADMINISTRATION OF OVERSEAS PERSONNEL 


This proposal is presented only for your consideration. We have tried to 
set forth a working arrangement which is practical and one under which we 
can provide you with comprehensive results in the time designated. We, 
of course, do not intend to be rigid in our ideas and the proposal can be modified 
in accordance with any developments which might occur with future discussions. 
We are certain, however, that the outcome of such an assignment can be far 
reaching and that, within fiscal year 1954, economies can be effected which 
will many times offset the proposed charges. These savings should also prevail 
in subsequent years. 

We hope it will be our privilege to serve you and the Department of State. 
Very truly yours, 

F. L. ELMENDORF. 


Mr. Mountatn. I would like to read from this letter the seven tasks 
which Robert Heller & Associates proposed to undertake. 

(1) Provision of assistance in completing the “crash” action necessary to 
meet revised budget levels. 

(2) Development of ways and means to improve and control administrative 
practices and reduce volume of paperwork. 


(3) Collaboration in eliminating and controlling programs and thus reducing 
workload. 


(4) Participation in development of basic patterns for working with other 
departments and agencies. 


(5) Provision of assistance in simplifying the lower levels of organization, 
both home and abroad. 


(6) Collaboration in evaluating contributions to international organizations 
and fees charged for services. 


(7) Determination of top-management organization needed for the future, 
including provisions for keeping management better informed as to administra- 
tive activities. 

Mr. Lourie, will you tell us what you did upon receipt of this letter? 

Mr. Lourie. As I recall, I studied this and talked to Mr. Elmendorf 
or Mr. Heller, or both, about it, and I felt that we should go slowly and 
that we should not start off with this particular program. They had 
at that time, I believe, just 2 men that they could spare, a staff of only 
2, so we started off on a modest basis. As I remember, it was for a 
4-month contract, rather than this outline. 

Mr. Mountrary. Will you refer to the second document I handed 
you—Mr. Elmendorf’s letter of June 9 to you. 

Mr. Harpy. That is 1953? 

Mr. Mountarn. 1953. 

This is a revised proposal, Mr. Lourie—and I ask you to check me 
on this—for a 3-month contract in the total amount of $53,050 Is 
that correct ? 

Mr. Lovrre. Yes. 

(The letter referred to follows :) 


Roperkt HELLER & ASSOCIATES, INC., 


Cleveland, Ohio, June 9, 19538. 
Hon. DoNnoLp B. LOURIE, 


Under Secretary for Administration, 
Department of State, Washington 25, D.C. 

Dear Mr. Lovurre: Based On our conversation yesterday, I am pleased to list 
for your consideration the areas of work which we believe present real oppor- 
tunities for reducing costs and improving management within the Department 
of State. In terms of projects which might be undertaken by Robert Heller & 
Associates they are: 

(1) Provision of assistance in completing the “crash” action necessary to 
meet revised budget levels. 

(2) Development of ways and means to improve and control administrative 
practices and reduce volume of paperwork. 

(3) Collaboration in eliminating and controlling programs so as to lessen 
workload. 


ee aes 





ties cunias 





lev 
an 


int 
tré 


pr 


eee 


ony aes 


Sed 


sean 


Seetnet aaa Gi 


ADMINISTRATION OF OVERSEAS PERSONNEL 11 


(4) Participation in development of policies and procedures to simplify day- 
to-day working relationships with other departments and agencies. 

(5) Provision of assistance in simplifying organization structure at lower 
levels, both home and abroad. 

(6) Collaboration in evaluating contributions to international organizations 
and fees charged for services. 

(7) Determination of top management organization needed for the future, 
including provisions for keeping management better informed as to adminis- 
trative practices. 

To carry out such a program Robert Heller & Associates could be retained 
in strictly an advisory and consultative capacity but charged with respon- 
sibility for organizing and directing a task force to concentrate on these 
projects and for making recommendations to management concerning them. 
The task force should consist of several senior associates from our firm and 
selected representatives of the Department. 

At this time it is impossible to forecast the exact manpower and time required 
for such a task but within 45 to 90 days of undertaking the program require- 
ments in this respect should become reasonably clear. One approach, there- 
fore, would be to agree to a 3-month assignment with an understanding that 
manpower heeds would be reviewed at an early date. 

Under these circumstances, we could start work on or about July 1. As we 
now see it, so as to get the first four projects rapidly underway, the minimum 
manpower which the Department would need from us would be, by months: 
(1) July, 2 senior associates; (2) August, 2 senior associates plus another 
associate on or about August 15; (3) September, 4 senior associates. 

In addition to the foregoing, the part-time assistance of the senior vice 
president could be provided and, of course, all of the supporting resources of 
the firm in Cleveland, including drafting, statistical, and systems and procedures 
personnel of our research department, would be available as required. 

It is assumed that the Department would assign to the task force at least 
three well-informed persons, thereby keeping consulting fees at a minimum 
and making provision for continuing in the work which would naturally follow 
expiration of our contract. 

Cost for the 3 months, allowing for a short vacation for one of the associates, 
and including all out-of-pocket expenses within the continental United States 
and expenses abroad for the senior vice president for about 3 weeks’ work, 
would be as follows: July, $11,650; August $19,500; September, $21,900; total, 
$53,050. 

We are certain that the outcome of the proposed assignment would be far 
reaching and that, within fiscal year 1954, economies started in the 3-month 
period would offset many times the proposed charges. 

Very truly yours, 
F. L. ELMENDORF. 


Mr. Mounrtatrn. Mr. Lourie, the 7 tasks outlined there are essentially 
the same as those outlined in the June 2 letter, are they not, with some 
minor changes in wording ? 

Mr. Harpy. In other w ords, Mr. Elmendorf is proposing to do the 
same thing in that letter of June 9 as he proposed in the letter of 
June 2, but not proposing to do it quite so well, and for a figure of 

$53,000 as against a previous figure of $154,000, is that right ? t 

Mr. Lourim. Yes. 

Mr. Harpy. If Mr. Elmendorf is going to cover the same area, what 
was the fundamental difference in the two proposals ? 

Mr. Lourre. Well, first, it is shorter, obviously, but that was not the 
final arrangement we made. 

Mr. Harpy. We have not gotten to that yet? 

Mr. Lourre. No. 

Mr. Harpy. In any event, he proposed, though, to make a study of 
essentially the same 7 projects for $53,000 that ‘he had or iginally pro- 
posed to do for $154,000 ? 

Mr. Lourie. On a different basis. 


64302—56—pt. 1———-2 





12 ADMINISTRATION OF OVERSEAS PERSONNEL 


Mr. Harpy. Well, I know, but I would not presume that a firm 
with the background and ability of Robert Heller & Associates would 
attempt to give the State Department improper conclusions, or that 
they would take a job and limit it in such a manner that they could 
not be pretty sure that they were advising you properly. Would that 
not be right ? 

Mr. Lourre. That is quite right, but if you look at these figures, you 
will see they are exactly the same as they are in the other letter—July, 
August, and September, exactly the same. It is just a shorter period. 
It is the same amount of money in those 3 months. 

Mr. Harpy. Would it not seem sort of peculiar to you that a man- 
agement firm would be willing to—if it felt that it was going to require 
9 months, at a cost of $154,000—that they would be wiiker to put 
their reputation at stake on a shorter period of time to do the same 
job, and just give you a superficial study? Would they not run the 
chance of reflecting against the quality of their work? 

Mr. Lourm. Well, as I view it, sir, this is a shorter period involving 
the same amount of money per month, with fewer people to do it. As 
a smaller staff. 

Mr. Harpy. What you are saying is that they were proposing to take 
the risk of doing a poor job for a lesser fee. 

Mr. Lourtre. Well, I know them well enough, sir, to be sure that they 
would not undertake something if they felt they could not do a good 
job at it. 

Mr. Harpy. Well, I would feel that way, too, with an organization 
of that kind. The only thing that sort of hit me right between the 
eyes is that they come along here, and originally propose to cover 
7 specific topics, over a considerable period of time, for a cost of $154,- 
000, and then they come back a week later and, in effect, say “We are 
going to give you the same thing. We are going to be able to do it in 
Jess time, and we are only going to charge you a third of what we 
thought we were going to have to charge you.” 

Unless they thought they were going to be able to give you a satis- 
factory performance on a $53,000 proposition, I would not have 
thought they would have ever proposed to do it. And if they can do 
a satisfactory job in 3 months instead of the 9 or 10 months, T do not 
know why they would want to waste their energies in that way, 
because that is an outfit that goes about their work in conserving effort. 
Does it not strike you as a little peculiar that they are proposing to do 
the same thing in a shorter period of time for less money ? 

Mr. Lourie. Well, I think if you examine these proposals, you will 
find that they in their second proposal were counting on the Depart- 
ment’s assigning more people to help them. 

Mr. Harpy. So it was going to cost the State Department just as 
much money, but in one way they would be paying for it with person- 
nel funds, and the other way with contract funds? 

Mr. Lourie. I think this is just a slower basis and, of course, this is 
not the basis that we went on. 

Mr. Brownson. I would like to ask unanimous consent that that 
document be put in the record. 

Mr. Harpy. Without objection it is so ordered. (The letter appears 
on page 10.) 

Mr. Brownson. The first proposal had a 60-day termination clause. 
In essence, if the first contract had been allowed to continue and then 
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the 60 days’ notice had been given, it would have resulted in about the 
same situation as the second letter produced. 

Mr. Harpy. The only thing that bothers me just a little bit is that 
I am concerned when I see a management firm such as the Heller 
outfit proposing to do in 2 or 3 months’ time what they originally 
pe to take 8 or 10 months to do. 

If they could do it properly in that shorter period of time, I am 
surprised that they originally estimated it would take them so much 
longer. That was my whole thought. Ifthe original letter was proper, 
then it would seem to me you would be bound to expect a poorer job 
in the shorter term. 

Mr. Lourte. Mr. Chairman, I think that is a point well taken but 
I believe this paragraph, which I see now, explains it. 

Under these circumstances, we could start work on or about July 1. As we 
now see it, so as to get the first four projects rapidly underway, the minimum 
manpower which the Department would need from us would be, * * * 

And then it goes on. In other words, they are aiming at 4 instead of 
all 7. They are putting less stress on the last 3, in their second letter. 

Mr. Harpy. I would think that that outfit would come up with rec- 
ommendations on any one of those things and would support it with 
the reputation of that firm. I am a little surprised that they would 
propose to do the same thing on two different bases. That is all. 

Go ahead, Mr. Mountain. 

Mr. Mountain. What did you do upon receipt of this letter of 
June 9, 1953 ? 

Mr. Lourte. I do not recall what followed that second letter, Mr. 
Mountain, As I think back, it was not until the middle of July that 
we finally worked out an arrangement with them. This was not that 
final paper. This was an interim letter. 

Mr. Mountatn. Do you recall when the Heller firm began work in 
the Department ? 

Mr. Lourie. My date is July 13, 1953. 

= Harpy. Do we have a different basis on which they started 
work ¢ 

Mr. Mountain. The formal contract for their services was signed 
when, Mr. Lourie? I think you have a copy in front of you. 

Mr. Lourtr. It says: 

This contract, entered into this 19th day of August, 1953, effective as of July 
13, 1953, by and between the United States of America— 
and so forth. 

(The document referred to follows :) 


MANAGEMENT SurRvVEY CONTRACT 


This contract, entered into this 19th day of August, 1953, effective as of July 
13, 1953, by and between the United Stetes of America hereinafter called the 
Government, represented by the Secretary of State, executing this contract, and 
Robert Heller & Associates, Inc., a corporation organized and existing under 
the laws of the State of Ohio, in the city of Cleveland, in the State of Ohio, here- 
inafter called the contractor. 


WITNESSETH 


Whereas the contractor is an organization consisting of experts in the field, 
among others, of management surveys; and 

Whereas the Secretary of State, in the interest of furthering the economical 
and efficient management of the Department of State (hereinafter referred to 
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temporary services of the contractor as such an organization ; 


Now, therefore, in consideration of the premises and of the mutual covenants 
and agreements herein contained, and for other good and valuable considera- 


tions, the parties hereto agree as follows: 


ARTICLE 1. SERVICES TO BE RENDERED 





(a) The contractor shall: 

(1) Assist in the completion of departmental plans necessary to meet cur- 
rently revised budget levels; 

(2) Assist officials of the Department to review and develop policies and 
methods to improve and control administrative practices and to reduce the 
volume of paperwork in the Department ; 

(3) Assist officials of the Department in curtailing programs with a view 
to lessening the workload; 

(4) Participate with officials in the Department in developing policies and 
procedures to simplify day-to-day working relationships with other depart- 
ments and agencies with particular attention to programs conducted by the 
Department on behalf of such agencies; 

(5) Assist in the development of simplified organization structure, including 
provisions for keeping management better informed as to administrative prac- 
tices at all levels; 

(6) Assist officials of the Department to study and assess the Department’s 
program of participation in international organizations as a tool of foreign 
policy ; 

(7) Assist the Department in improving the basis for determining fees 
charged for services, including reimbursable services ; 

(8) Direct its work, within the fields referred to in (1) through (7) above, to 
such particular matters as may from time to time be designated by the Under 
Secretary of State for Administration; 

(9) Undertake the work referred to in article 1 (a) (1) through (8) inclusive, 
by such examinations within the Department and Foreign Service as it shall 
deem necessary or advisable, including discussions with the Under Secretary of 
State for Administration and his staff, and by making (i) periodic oral reports 
of progress to the Under Secretary of State for Administration and his staff, 
confirmed by written memoranda, and (ii) the summary report referred to in 
paragraph (c) of article 2 hereof. 

(b) In furnishing the foregoing services and performing the foregoing work, 
the contractor shall act in an advisory and consultative capacity only and shall 
not exercise any authority over or be responsible for the adoption or carrying 
out of any recommendations or changes; and, further, it is recognized by the 
Government that all representatives of the contractor engaged in the perform- 
ance of the foregoing services and work will be performing such services and 
work as officers and employees of the contractor and not otherwise. 

(c) All the services called for hereunder shall be performed by personnel of 
the contractor qualified to perform the same, which qualification shall include 
the necessary departmental security clearances. During the following desig- 
nated periods the contractor shall devote to the work above provided for the 
time of members of its organization as specified in respect of such periods, plus 
the supporting resources of its organization in Cleveland, Ohio, including draft- 
ing, statistical, systems, and procedures of its research department: 

(1) During that part of the month of July 1953 during which this contract 
is in effect, time equivalent to the full business time of at least one of its part- 
ners or associates, plus such time of its senior vice president as it deems neces- 
sary or desirable to insure adequate general supervision of the work being per- 
formed hereunder ; 

(2) During the month of August 1953 time equivalent to the full business 
time of at least two of its partners or associates plus the additional time of 
partners or associates in an amount equivalent to 25 percent of the full business 
time of a partne* or associate, plus such time of its senior vice president as 
it deems necessary or desirable to insure adequate general supervision of the 
work being performed hereunder ; 

(3) During the month of September 1953 time equivalent to the full business 
time of at least four of its partners or associates, plus such time of its senior 
vice president as it deems necessary or desirable to insure adequate general 
supervision of the work being performed hereunder ; 
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(4) During the month of October 1953 time equivalent to the full business 
time of at least four of its partners or associates plus time equivalent to 75 per- 
cent of the full business time of its senior vice president ; 

(5) During the month of November 1953 time equivalent to the full business 
time of at least three of its partners or associates plus such time of its senior 
vice president as it deems necessary or desirable to insure adequate general 
supervision of the work being performed hereunder. 

(d) The Department shall cooperate to the fullest extent with the contractor 
to assist it in obtaining the information necessary for the performance of its 
aforesaid work, including the assignment from time to time for full or part-time 
work of a limited number (to be determined by the Under Secretary of State 
for Administration or his representative duly authorized for that purpose) 
of personnel of the Department and/or of its branch offices, as may be appro- 
priate for the furtherance of the work in connection with which the assignment 
is made. 

(e) The contractor will not be held liable for any act or omission on the part 
of any officer or employee of the Department or of any third persons who, in 
any such case, may have acted or refrained from acting in accordance with 
recommendations of the contractor or in cooperation with it in its performance 
of this contract. 


ARTICLE 2. CONSIDERATION AND PAYMENT 


(a) The Government will pay the contractor, upon performance of this con- 
tract and upon submission by the contractor of appropriate vouchers, the total 
sum of $88,450. 

(b) The contractor shall bear all expenses incidential to the performance of 
the aforesaid work (including the expenses of two partners or associates outside 
the continental United States for a period, aggregating the time of both partners, 
of not more than 7 man-weeks during the months of October and November) 
including travel, subsistence, and costs of the supporting resources of the 
contractor’s organization (except for special art work, printing, binding, etc., 
the expenses of which shall be borne by the Department) ; but the Department 
will make available to the contractor suitable office space, facilities and services 
in Washington, D. C., without charge to the contractor, in connection with its 
performance of the work called for hereunder. Such facilities and services 
shall not include use of telegraph or long distance or toll telephone services. 

(c) The contractor shall be paid as soon as practicable after the first day 
of each month commencing August 1, 1953, the following partial payments of 
the amounts set forth in (a) above, upon submission by the contractor of appro- 
priate vouchers: 


pi | RE ee eer eee eee ee plana he se 2 eee ee 
September 1, 1953 

October 1, 1953 

Ge Ne a a cc Sancta waco ges goatee dened ded senate en ctiaes gd ee ee 27, 750 
DOCOMMOr 30 7I0UG. 2a) Lee re a es lh eet: aa 19, 700 


Provided, however, that the payment specified above for December 1, 1953, shall 
not be due and payable until the Under Secretary of State for Administration 
shall have received from the contractor a summary report describing the work 
undertaken, recommendations approved and installed by the Department, and 
proposals to meet long-range objectives; and provided further, that the above 
compensation shall be adjusted by agreement if the contractor is unable at any 
time to furnish its personnel and resources as provided in article 1 (c) of this 
contract. 


ARTICE 3. PERIOD OF PERFORMANCE 


(a) The period of performance of this contract shall be from July 13, 1953, 
through November 30, 1953, inclusive. 


ARTICLE 4. SUBCONTRACTS 


(a) No contract shall be made by the contractor with any other party for 
furnishing any of the services or work called for hereunder but this provision 
Shall not be taken as applying to contracts of employment between the contrac- 
tor and personnel assigned to the performance of service or work hereunder. 
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ARTICLE 5. 





TERMINATION 


(a) The Government may terminate this contract at any time by notice in 
writing from the Under Secretary of State for Administration or his representa- 
tive duly authorized for that purpose, specifying the date upon which such ter- 
mination shall become effective; but said date of termination shall be not less 
than 45 days from the date of the receipt of the notice by the contractor. 

(b) In the event of such termination, the Government shall pay all the 
monthly amounts becoming due under article 2 (c) prior to the effective date 
of such termination, plus a proportionate part of the next such monthly amount 
as determined by the effective date of termination during such month. 


ARTICLE 6. REVIEW OF REQUIREMENTS FOR ADDITIONAL SERVICES BY CONTRACTOR 


(a) Not less than 45 days prior to the date of expiration of this contract, the 
Government and the contractor shall together review the requirements of the 
Government for possible additional services of the contractor for the period 
following the period of performance of this contract, with a view to determin- 
ing whether and to what extent additional services will be required of the con- 
tractor thereafter. 





ARTICLE 7. NONDISCRIMINATION IN EMPLOYMENT 





(a) In connection with the performance of work under this contract, the con- 
tractor agrees not to discriminate against any employee or applicant for employ- 
ment because of race, creed, color, or national origin; and further agrees to 
insert the foregoing provision in any subcontracts hereunder. 


ARTICLE 8. OFFICIALS NOT TO BENEFIT 


(a) No Member of or Delegate to Congress, or Resident Commissioner, shall 
be admitted to any share or part of this contract, or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to his contract 
if made with a corporation for its general benefit. 


ARTICLE 9. COVENANTS AGAINST CONTINGENT FEES 


(a) The contractor warrants that no person or selling agency has been em- 
ployed or retained to solicit or secure this contract upon an agreement or under- 
standing for a commission, percentage, brokerage, or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies main- 
tained by the contractor for the purpose of securing business. For breach or 
violation of this warranty the Government shall have the right to annul this 
contract without liability or in its discretion to deduct from the contract price 
or consideration the full amount of such commission, percentage, or contingent 
fee. 

In witness whereof, the parties hereto have executed this contract as of the 
day and year first above written. 

THE Unirep States or AMERICA, 
W. O. TRONE, 
For the Secretary of State. 


Rorert Heiter & ASSOCIATES, INc., Contractor. 
By GILMAN B. ALLEN, Vice President. 
Witnesses: 
Cc. J. Stacey. 
Hamilton W. Wright. 


Mr. Harpy. What were they working on between the 13th of July 
and the 19th of August? Was that letter of June 9 the basis upon 
which they began, or is there something in between that we do not 
have a record of ? 

Mr. Lovrir. I do not recall that. I do not quite remember what 
the step was from June 9 to July 13. 

Mr. Harpy. There must have been some understanding. I presume 
there might even have been a verbal understanding, but in any event 
unless there is some documentary indication to the contrary, it must 
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be assumed that they had started to work on the original basis of the 
letter of June 9, and that there subsequently developed a contract that 
was not entered into until August 19, which meant they were working 
for about a month before the final basis of their work was settled upon. 

Mr. Mountain. What was the amount of this contract of August 19, 
Mr. Lourie, and what was the period for which it was to run? 

Mr. Lourie. Our first contract was for 4 months for a total sum of 
$85,000. 

Mr. Mountain. Will you check the bottom of page 3 in that copy 
before you, Mr, Lourie? 

Mr. Lourte. This says $88,450. 

Mr. Harpy. And what period of time did that cover ? 

Mr. Lourre. This contract, Mr. Chairman, covers August, Septem- 
ber, October, November, and December. 

Mr. Harpy. Processed from the end of July? 

Mr. Lourie. They started to work in the middle of July. 

Mr. Harpy. Then you had about a 4144-month period ? 

Mr. Lourre. Yes. 

Mr. Harpy. This, then, was the formalization of an arrangement 
by which Heller & Associates were supposed to complete their work 
assignment on November 30? 

Mr. Lourie. Yes; here it is, Mr. Chairman: 

The period of performance of this contract shall be from July 13, 1953, through 
November 30, 1953, inclusive. 

Mr. Harpy. I am a little bit concerned to try to see if I can under- 
stand how we get the figure from $53,000, up to $88,000. The $53,000 
figure was the last thing that we had before we got into this one. 

Mr. Lovurtr. It is the 4 months. 

Mr. Harpy. What period did your $53,000 proposition contemplate ? 

Mr. Lourte. That was July, August, and September. If you go 
through August, September, October, and November, I think that 
adds up to the right figure. 

Mr. Harpy. In other words, it was 414 months instead of 3 months? 

Mr. Lourtm. Yes, sir. 

Mr. Harpy. Did that contract cover the same area proposed in the 
June 2 and June 9 letters? 

Mr. Lourtr. I would have to review it. I don’t see reference to 
those seven points. 

Mr. Harpy. Do you have something in the file, Mr. Mountain, that 
relates to that? 

Mr. Mounrarn. Yes. 

Mr. Chairman, I wonder if I might ask at this point that this 
contract be introduced into the record. 

Mr. Harpy. Without objection it will be introduced (see p. 13). 

The thing I was trying to get at in connection with these 7 points, 
is whether or not they are essentially the same 7 points. They started 
off with a 7-point proposal due to cover 7 or 8 months, then we get it 
down to 3 months, and now we are up to 4144. That is, if we have 
the same area in here. 

Mr. Mounrarn. Mr. Lourie, will you refer to article 1 of the con- 
tract, which covers services to be rendered. This article outlines the 
substantive tasks the Heller firm was to undertake. 

With the exception of the addition of the phrase, “assist the depart- 
ment,” or words to that effect, in each of these tasks, are not the first 
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the June 2 and June 9 letters ? 

Mr. Lourtr. Yes; they are. It is different wording but the objec- 
tive is the same. 

Mr. Mounrarn. The eighth task is merely a statement that the 
Heller firm would undertake special assignments or studies from 
time to time at your request, is that correct ? 

Mr. Lourm. Yes. 

Mr. Mountarn. And the ninth task is merely the description of 
the way in which the other tasks would be carried out ? 

Mr. Lourin. Yes. 

Mr. Mounrarn. So the final contract is substantially the same 
seven tasks with the addition of ad hoc assignments as you might di- 
rect included ? 

Mr. Lourie. I think that is substantially correct. 

Mr. Brownson. The phrase “assist the Department” appears in 
several of these task descriptions and it does not appear in the June 2 
or June 9 letters. 

The other point I think that is interesting to note is the a:nount 
of the breakdown now in this contract on page 4, subparagraph (c), 
by months, is entirely different in every amount from the breakdowns 
of either the June 2 or June 9 letter, by month. It might be just 
the refining of their estimate, but I think when we compare the three, 
we should remember that. 

Mr. Harpy. Yes. I think that is a point well made, and in connec- 
tion with the addition of the phrase “assist the Department,” maybe 
Mr. Lourie can tell us just what that amounted to. Whether or not 
that was really contemplated in the original letter. I do not quite 
know how a firm like that can function in carrying out a study of 
that kind unless it actually does perform various chores of assistance 
as it goes along. 

Is there any significance in that, Mr. Lourie? 

Mr. Lourir. I think the point is well taken. It is a matter of 
verbiage—“assist in the completion of plans,” and “assist officials of 
the Department,” as I translate it; that means they are going to be 
helpful, work with us and assist us in carrying out these objectives. 

Mr. Harpy. Actually, that is what you would have expected any- 
way ? 

Mr. Louris. That is quite so. 

Mr. Harpy. So the fact that those words were added in the final 
contract does not connote that it was not intended in the original 
letters ? 

Mr. Lourie. Yes. 

Mr. Mounrtarn. Will you refer to paragraph 9 on page 2, and its 
reference to a summary report. 

Will you explain that reference, Mr. Lourie. 

Mr. Lourre. Well, I felt very strongly that too often studies are 
made and reports given at the completion of the work; they are very 
lengthy and sometimes not studied thoroughly enough. I thought we 
should have oral reports as we went along, reports of progress, on 
which we could act, to effect some economies. 

It was left very cleariy with Heller that as they studied various 
phases of the administrative work, that they would come to me and 


seven of these tasks substantially the same as those proposed in both 
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make progress reports so that we could take action if we felt it was 
the right thing to do, at that time. 

Mr. Mounrarn. On page 4, after the schedule of payments, I read 
this sentence : 

Provided, however, That the payment specified above for December 1, 1953, 
shall not * * * 

Mr. Lourte. Excuse me, I do not follow you. 

On page 4? 

Mr. Mounrarn. Right under the schedule of payments. 

Mr. Lourm. I am sorry. 

Mr. Mountain (reading) : 

Provided, however, That the payment specified above for December 1, 1953, 
shall not be due and payable until the Under Secretary of State for Adminis- 
tration shall have received from the contractor a summary report describing 
the work undertaken, recommendations approved and installed by the Depart- 
ment, and proposals to meet long-range objectives. 

Is it correct that a summary report was scheduled to be submitted 
at the end of Heller’s work ? 

Mr. Lourie. Yes. 

Mr. Mounrarn. Was this contract extended after the first period, 
which ended on November 30, 1953 ¢ 

Mr. Lourtr. Yes, it was. 

Mr. Mounrarn. Will you explain the circumstances surrounding the 
extension ? 

Mr. Lourte. We asked them to give us oral reports of progress, to 
see how they were doing, and we felt that after the first contract was 
up, that we had still some work to do, and we extended it. 

As I recall, it was extended for 6 months from December 1. 

Mr. Mounratn. Were you satisfied with the Heller work up to that 
point ? 

Mr. Lourm. I thought they did very well. 

Mr. Mounratn. Do you recall when negotiations for the extension 
of this contract began ? 

Mr. Lourtr. No, I don’t. 

Mr. Mountarn. Would October 1953 be about the period? 

Mr. Brownson. Negotiation for the extension of the contract did 
begin before the original contract had reached its termination? 

Mr. Lourte. Yes, it did. 

Mr. Mountain. To refresh your memory Mr. Lourie, is it your 
memory that the supplemental contract covered work in the fields of 
personnel management, consular services, management reporting, 
budget, finance, and organization ? 

Mr. Lourie. Yes. 

Mr. Harpy. Were these items not covered in the original contract? 
Were these additional tasks ? 

Mr. Lourtr. I would have to study that a little, Mr. Chairman, to 
answer your question. As I recollect, those were not all additional 
points that they were going to cover; no. 

Mr. Harpy. In other words, were these the exclusive ones to be 
covered, then, during the extension period? In other words, did they 
actually finish any of the original tasks prior to the expiration of 
their original contract ? 

Mr. Lourte. Well, yes. We put some of their recommendations into 
effect as we went along. 
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Mr. Harpy. The point that I am getting at is, we have enumerated 
five specific areas involved in the extension of the contract and I 
was just trying to see whether these were a continuation of the orig- 
inal areas, or whether they were in addition to the original tasks, or 
whether in fact they were overlapping, and the original tasks had not 
been completed. 

Mr. Lourte. Well, I think without a chance to look through each 
of their proposals for the services rendered, that the 7 or 9 in the con- 
tract cover what they propose to do in the extension of the contract. 

Mr. Mounrarn. Mr. Lourie, you have the supplemental agreement 
before you? 

Mr. Lourie. I just have one photostat. 

(The document referred to follows :) 


SUPPLEMENTAL AGREEMENT 


This supplemental agreement, entered into this 30th day of November 1953, by 
and between the United States of America, hereinafter called the Government, 
represented by the Secretary of State, executing this agreement, and Robert 
Heller & Associates, Inc., a corporation organized and existing under the laws of 
the State of Ohio, in the city of Cleveland, in the State of Ohio, hereinafter called 
the contractor. 


WITNESSETH 


Whereas there is now in full force between the Government and the contrac- 
tor a certain contract dated August 19, 1953, effective as of July 13, 1953, pur- 
suant to which contract the contractor agrees to perform certain services through 
a period ending November 30, 1953; and 

Whereas the Secretary of State has requested that the contractor perform 
additional services of the general nature of those called for by the contract for 
a period of 6 months following the present date of expiration of performance of 
this contract, and the contractor is willing to perform such services; 

Now, therefore, in consideration of the premises and of the mutual covenants 
and agreements herein contained and for other good and valuable consideration, 
the parties hereto agree to modify and to extend the contract on the following 
terms and conditions: 


ARTICLE 1. 





INCORPORATION OF TERMS OF CONTRACT BY REFERENCE 


(a) During the period of performance of this supplemental agreement, all the 
recitals and provisions from the aforesaid contract dated August 19, 1953, with 
the exception of articles 1 (a), 1 (c), 2 (a), the provisions in the first parentheses 
in article 2 (b) and articles 2 (c) and 3 of such contract, and except as herein- 
after otherwise provided, are incorporated herein by reference and are made a 
part of this supplemental agreement. 


ARTICLE 2. SERVICES TO BE RENDERED 


(a) During the period of performance of this supplemental agreement, the 
contractor shall: 

(1) Assist in the completion of departmental plans necessary to meet cur- 
rently revised budget levels; 

(2) Assist officials of the Department to review and develop policies and 
methods to improve and control administrative practices and to reduce the volume 
of paper work in the Department; 

(3) Assist officials of the Department in curtailing programs with a view to 
lessening the workload; 

(4) Participate with officials in the Department in developing policies and 
procedures to simplify day-to-day working relationships with other departments 
and agencies with particular attention to programs conducted by the Department 
on behalf of such agencies ; 

(5) Assist in the development of simplified organization structure, including 
provisions for keeping management better informed as to administrative prac- 
tices at all levels; and including improvement in organizational procedure with 
respect to consular activities ; 
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(6) Assist officials of the Department to study and assess the Department’s 
program of participation in international organizations as a tool of foreign 
yolicy ; 

' (7) Assist the Department in improving the basis for determining fees charged 
for services, including reimbursable services ; 

(8) Assist the Department in improving budgetary organization and budgetary 
controls and processes ; 

(9) Assist the Department in improving personnel administration in selected 
areas; 

(10) Direct its work, within the fields referred to in (1) through (9), to such 
particular matters as may from time to time be designated by the Under Secre- 
tary of State for Administration ; 

(11) Undertake the work referred to in article 1 (a) (1) through (10), in- 
clusive, by such examinations within the Department and Foreign Service as it 
shall deem necessary or advisable, including discussions with the Under Secre- 
tary of State for Administration and his staff, and by making (i) periodic 
oral reports of progress to the Under Secretary of State for Administration and 
his staff, confirmed by written memoranda, and (ii) the summary report re- 
ferred to in paragraph (b) of article 4 hereof 


ARTICLE 3. PERSONNEL OF CONTRACTOB 


(a) All the services called for under this supplemental agreement shall be 
performed by personnel of the contractor qualified to perform the same, which 
qualification shall include the necessary departmental security clearances. Dur- 
ing the following designated periods the contractor shall devote to the work 
above provided for the time of members of its organization as specified in respect 
of such periods, plus the supporting resources of its organization in Cleveland, 
Ohio, including drafting, statistical, systems, and procedures of its research de- 
partment, and plus such time of its senior vice president as it deems necessary 
or desirable in each such period to insure adequate general supervision of the 
work being performed hereunder ; 

(1) During the month of December 1953, time equivalent to the full business 
time of at least four of its partners or associates ; 

(2) During the month of January 1954, time equivalent to the full business 
time of at least five of its partners or associates : 

(3) During the month of February 1954, time equivalent to the full business 
time of at least five of its partners or associates ; 

(4) During the month of March 1954, time equivalent to the full business time 
of at least five of its partners or associates ; 

(5) During the month of April 1954, time equivalent to the full business time 
of at least four of its partners or associates ; 

(6) During the month of May 1954, time equivalent to the full business 
time of at least four of its partners or associates. 


ARTICLE 4. CONSIDERATION AND PAYMENT 


(a) The Government will pay the contractor, upon performance of this sup- 
plemental agreement and upon submission by the contractor of appropriate 
vouchers, the total sum of $156,450. 

(b) The contractor shall be paid as soon as practicable after the first day of 
each month commencing January 1, 1954, the following partial payments of the 
amount set forth in (a) above, upon submission by the contractor of appropriate 
vouchers: 


Jan. 1, 1954 

Feb. 1, 1954 

Mar. 1, 1954 

Apr. 1, 1954 

May 1, 1954 

June 1, 1954 23, 450 


Provided, however, That the payment specified above for June 1, 1954, shall 
not be due and payable until the Under Secretary of State for Administration 
shall have received from the contractor a summary report describing the work 
undertaken, recommendations approved and installed by the contractor, and 
proposals to meet long-range objectives, such report to cover the periods of per- 
formance both of the contract dated August 19, 1953 and of this supplemental 
agreement; 
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And, provided, further, That the above compensation shall be adjusted by 
agreement if the contractor is unable at any time to furnish its personnel and 
resources as provided in article 3 of this suplemental agreement. 


ARTICLE 5. PERIOD OF PERFORMANCE 


(a) The period of performance of this supplemental agreement shall be from 
December 1, 1953, through May 31, 1954, inclusive. 


ARTICLE 6 


(a) The first proviso contained in article 2 (c) of the contract dated August 
19, 1953, shall not apply to the partial payment due to the contractor on Decem- 
ber 1, 1953. 


In witness whereof, the parties hereto have executed this supplemental agree- 
ment on the day and year first above written. 


THE UNITED STATES OF AMERICA, 
JAMES ©. PELFREY, 
Chief, Procurement Section, Division of Central Services 


(For the Secretary of State). 
Witnesses: 


CHARLES W. MINOR. 
HELEN E, Coon, 
Rosert HELLER & Associ‘ TEs, INc., Contractor. 


By GILMAN B. ALLEN, Vice President. 
Witnesses: 


C. C. JENSEN. 
RicHArp D, Fett. 


Mr. Mountain. I refer you to article 2 of the supplemental agree- 
ment, dated November 30, 1953, “Services to be rendered.” 

Mr. Brownson. Mr. Chairman, before we get into that supple- 
mental agreement, I have just been comparing these 5 items with the 
7 items in the original contract. 

For instance, it seems obvious that item 1 in the original contract, 
“assist in the completion of departmental plans necessary to meet 
currently revised budget levels,” would of necessity cover somewhat 
the same area as the personnel-management study in the contract 
addition, and the budget and finance. 

Mr. Harpy. I was going to say you might find some included under 
budget and finance. 

Mr. Brownson. To “assist officials of the Department to review 
and develop policies and methods, to improve and control administra- 
tive practices and to reduce the volume of paper work in the Depart- 
ment” might well have included the management, reporting and also 
the organization paragraphs from the contract extension. 

And item 3, “assist officials of the Department in curtailing pro- 
grams with a view to lessening the workload” would have undoubtedly 
included organization and possibly management reporting again. 

And svanbee 5, “assist in the development of simplified organiza- 
tion structures, including provision for keeping management better 
informed as to administrative practices at all levels” seems to parallel 
organization. 

So really the only thing not studied in both cases was number 6 of 
the original contract, “assist officials of the Department to study and 
assess the Department’s program of participation in international 
organizations as a tool of foreign siMiey™ Because in number 7, 
again, “assist the Department in improving the basis for determining 
fees, charges for services, including reimbursable services,” would un- 
doubtedly refer to counsular services. 
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Mr. Harpy. The extension was an extension of things already being 
performed which would indicate that none of the original tasks had 
been fully completed. At least, this group of them had not been 
completed. ae . 

Mr. Brownson. Unless they wanted more detailed information than 
they were getting under the original contract, which would be the 
other possible assumption. ae 

Mr. Harpy. The thing we are concerned with primarily, I think, is 
recommendations that would necessarily have to be supported by 
detailed information. It would seem to me that Heller & Associates 
must have missed their guess as to how long it would have taken them 
to develop their essential detail in order to come in with proper 
recommendations. 

Mr. Brownson. Maybe Mr. Lourie has a reaction to that. 

Mr. Harpy. I would like to have it, if he does. 

Mr. Lourte. I think our plan of asking them to make oral progress 
reports enabled us to effect savings in fiscal year 1954. It does not 
necessarily mean that they had ere any one of their outlined 
seven points, and that they were finished with it and done with it. It 
merely meant that they made a progress report and recommended 
and suggested that we do certain things. 

For instance, as I recall, one of their recommendations was that we 
reduce our inventories in New York and Washington warehouses. 

Mr. Harpy. Mr. Lourie, those observations lead me to this question: 
At the time the original contract was entered into, was it contemplated 
that actually they would not complete any of these tasks by the time 
the contract was due to expire ? 

Mr. Lourte. Well, yes, I think that is a good example. They got 
into the material that we carried in the various warehouses and rec- 
ommended that we cut it down, and we did that. That is a completed 
job. That is a completed assignment. 

Mr. Harpy. I wonder. 

My point is this. You started out with 7 areas in June—on June 2d. 
On June 9th, you restate the 7 areas. In the beginning, Robert Heller 
& Associates were proposing to take 7 months to make the survey, and 
then they decided they could do it in 3 months. Then, you finally 
enter into a contract for 4144 months covering essentially the same 
tasks with a couple more added and before you get to the end of that 
4 months’ period, you are in the.>rocess of negotiating a new contract 
to extend the study for how many more months? Six more months? 

Mr. Lourie. Yes. 

Mr. Harpy. Extend it 6 more months covering essentially the same 
area they were supposed to do in the beginning in 3 months. 

Now, who is fooling whom? Who is getting kidded? I can’t figure 
it out. I just wondered if you could shed any light on it ? 

Mr. Lourie. Well, as I said, we felt we should go slowly. These 
are broad terms. They are terms of services rendered. Completing 
them, getting them all done, is some job. 

Mr. Harpy. You know, by George, you certainly did learn the State 
Department lingo in that short period of time you were down there. 

Mr, Meaper. Mr. Chairman, might I suggest that some of these 
propositions are so broad that they could work a couple of lifetimes 
and never finish them. 
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Mr. Harpy. I have a feeling that that is probably correct; but I 
just wondered whether or not they thought they were going to finish 
them when they started. 

Go ahead, Mr. Mountain. 

Mr. Mountatn. Mr. Lourie, the supplemental agreement called for 
the payment of nearly twice as much money as the first agreement. 

Mr. Lourte. Yes. 

Mr. Mountatn. And the tasks remained, as has been pointed out, 
the same? 

Mr. Lourte. That is right. 

Mr. Mountain. Do you have any comment on that fact? 

Mr. Lourte. Yes; they added more staff. 

Mr. Mounta1n. Were the projects to be undertaken under the sup- 
plemental agreement of a more fundamental nature, or a broader scope 
than those under the—— 

Mr. Lourtr. I am sorry, I did not get the first part of that. 

Mr. Mountarn. Were the projects to be undertaken under the sup- 
plemental agreement broader in scope or more fundamental in nature 
than those projects which had been undertaken under the initial 
contract ? 

Mr. Lourre. Well, I think the general outline of the services to be 
rendered remained the same, as you pointed out, in the contract. 
There was still plenty of work to be done. 

Mr. Mountarn. Did you regard the first 4 months with Heller as 
a sort of test run, after which you would consider renewing the 
agreement ? 

Mr. Louvre. Yes. 

Mr. Mountarn. At the time of negotiating this supplemental agree- 
ment, were you satisfied with their work? 

Mr. Lourte. Yes. 

Mr. Mountarn. Did you clear this agreement with anyone else in 
the Department? 

Mr. Lourtr. Did I clear the agreement with anyone? 

Mr. Mountatn. Yes; the idea. 

Mr. Lovrtr. Of continuing? 

Oh, yes. A number of us talked it over and discussed it many times. 

Mr. Brownson. Mr. Chairman, I wonder if we can ask Mr. Lourie 
if he can remember some of the people who sat in on that series of 
consultations. 

Mr. Harpy. Yes. 

Mr. Brownson. Can you remember some of the people who sat in 
on those consultations, Mr. Lourie? 

Mr. Lourre. Yes; at that time, Tom Wailes was Assistant Secretary 
for Administration. Mr. Ed Wilbur was in charge of budget. I 
think the three of us were in on most of the discussions, and, of course, 
we consulted the Secretary. 

Mr. Brownson. These contracts, I suppose, were submitted to your 
counsel for legal approval ? 

Mr. Lourtr. Yes. 

Mr. Brownson. Did you take it up with the Secretary? 

Mr. Lourre. Yes. As to whether or not it would be submitted 
to the legal counsel. 

Mr. Brownson. How do you spell your counsel’s name? 
Mr. Louvre. P-h-]-e-g-e-r. 
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Mr. Harpy. This supplemental contract which was to run for 6 
months. 

Mr. Mountatn. Among the people you consulted in connection with 
the supplemental agreement, did you consult the Under Secretary of 
State for Policy, Mr. Smith? 

Mr. Lourte. I do not recall that we did. 

Mr. Mounratn. Or any of the Assistant Secretaries of the Geo- 
graphic Bureaus? 

Mr. Lourte. I do not think so. 

Mr. Mountarn. When did Heller begin work under this supple- 
mental agreement ? 

Mr. Lourtr. They merely continued on from November—at the end 
of that contract, on the December 1st basis. 

Mr. Mountain. So December 1, 1953, was the official date of the 
beginning of the supplemental agreement ? 

Mr. Lourtr. I assume so. 

Mr. Mountain. To whom was the Heller firm responsible in the 
Department and to whom did they report? 

Mr. Lourtr. They reported to me. 

Mr. Mountatn. Thev were solely responsible to you, Mr. Lourie? 

Mr. Lourte. Well, they worked with Mr. Wailes and the group 
in the Department but they did report to me. 

Mr. Mounratn. I would like to refer you to the basic contract, page 
4, article 5 (a)—and I might note in passing that this article was in- 
corporated in the supplemental agreement by reference. It reads 
as follows: 

The Government may terminate this contract at any time by notice in writ- 
ing from the Under Secretary of State for Administration or his representatives 
duly authorized for that purpose, specifying the date upon which such termina- 
tion shall become effective; but said date of termination shall be not less than 
45 days from the date of the receipt of the notice by the contractor. 

Subparagraph (b) : 

In the event of such termination, the Government shall pay all the monthly 
amounts becoming due under article 2 (c) prior to the effective date of such 
termination, plus a proportionate part of the next such monthly amount as de- 
termined by the effective date of termination— 

Mr. Lourtr. Just a minute. I am not with you, there. 

Mr. Mountain. At the top of page 5. 

Mr. Lourte. I do not have any page 5 on this one. 

Mr. Mountain. You are looking at the supplemental agreement. I 
was referring to the basic contract. 

(b) In the event of such termination, the Government shall pay all the monthly 
amounts becoming due under article 2 (c) prior to the effective date of such 
termination, plus a proportionate part of the next such monthly amount as de- 
termined by the effective date of termination during such month. 

During your tenure in office, Mr. Lourie, did you avail yourself 
of this clause of the contract to terminate the Heller work ? 

Mr. Lourtr. No. 

Mr. Mountain. When did you leave the Department ? 

Mr. Lourtr. March 5, 1954. 

Mr. Mounratn. That was the effective date of your resignation ? 

Mr. Lourie. Yes. 

Mr. Mounrain. Did you leave the Department. before that date? 
Did you physically leave Washington before that date? 
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Mr. Lourm. Yes, I went with the Secretary to the Tenth Inter- 
American Conference, at Caracas. 

Mr. Mountain. What date, sir? 

Mr. Lourie. The last day of February or the first day of March. 

Mr. Mountain. At this time, had the work done by Heller re- 
mained satisfactory as far as you were concerned ? 

Mr. Lourte. Yes. 

Mr. Mountarn. Did you return to the Department after this date of 
March 5? 

Mr. Lovurtr. No, I did not. 

Mr. Mounrarn. And the Heller contract was in force when you 
left ? 

Mr. Lourte. Yes. 

Mr. Harpy. Did you suggest to anybody the wisdom of terminating 
that contract before its expiration date ? 

Mr. Lourte. No. 

Mr. Mounratn. You have no direct knowledge of the circum- 
stances leading up to the cancellation of the Heller contract which was 
agreed to March 31, 1954? 

Mr. Lovurts. No. 

Mr. Harpy. Any questions from the committee ? 

Mr. GAarmatz. I would like to ask whether Mr. Lourie, before he 
had brought in or made any negotiations whatsoever with the Heller 
contract, did you know about the $230,000 that had been spent by 
the other survey groups? Did you know about that, at all? In the 
5 years of the Hoover Commission, the Rowe-Ramspeck and the other 
two? 

Mr. Lourtr. I think I had heard some conversation about them, 
but I did not know the reports. 

Mr. Garmatz. You did not know this money had been spent ? 

Mr. Lourtr. I had heard there were some other reports that had 
been made prior to 1953, but I had not read them. I did not know the 
facts about them. 

Mr. Garmatz. The other gentlemen you said were in when you were 
negotiating with Heller, did they suggest you go into those surveys? 

Mr. Lourig. I do not recall that they did. 

Mr. Garmatz. They just ignored them altogether ? 

Mr. Lovurte. Yes. 

Mr. Garmatz. I should not use the word “ignore,” but they were 
not brought to light? 

Mr. Lourie. No, I do not think I ever read them. 

Mr. Garmatz. $230,000 was spent and nothing was said about it ? 

Mr. Lourme. Well, that was prior to my service, and I do not think 
I can answer that. 

Mr. Garmatz. I just wondered whether you were informed about 
this money being spent and these surveys being made, by these people 
who sat in with you on your negotiations with the Heller Co. 

Mr. Lourrr. Only that I had heard other work had been done. 

Mr. Harpy. Were you aware that at the time that there actually 
was some work being done by the so-called White House Task Force 
on Overseas Personnel ? 

I believe that was going on then, was it not ? 
Mr. Garmatz. That ran from 1953 to 1955. 
Mr. Lourtr. I knew they were working on this subject. 
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Mr. Harpy. As a matter of fact, I think Mr. Young’s operation was 
already going on, I believe, at the time you entered into your con- 
tract with Heller & Associates. 

Mr. Lourie. That is right. 

Mr. Harpy. Wasn’t there some similarity of task being performed 
by both ? 

“Mr. Lourtm. As I recall, Mr. Young’s assignment and objectives 
were to eliminate some of the duplications by the many agencies in 
the foreign field. There were many of them. I think more than 
40, And his was not devoted to the State Department alone, but 
to all of the agencies that had grown up in the foreign field. That is 
my recollection. 

‘Mr. Brownson. Mr. Lourie, did you loan to Mr. Young State De- 
partment personnel to work on his Task Force? We had a brief pre- 
liminary talk with Mr. Young, Friday, and he indicated that he 
borrowed personnel from some of the departments which he was sur- 
veying. Do you know whether the Department of State, themselves, 
Joaned him some people ? 

Mr. Lourie. I feel confident we were doing everything we could— 
we wanted to be cooperative, and I would not be sure, but I think we 
did loan him the services of some of our people. 

Mr. Brownson. In other words, that was a different type of survey 
in that he had people from the agencies themselves making recom- 
mendations to his overall group on behalf of their own agencies, rather 
than conducting an outside operation ? 

Mr. Lourre. That is right. 

Mr. Brownson. On these 1949, 1950, and 1951 preliminary reports 
particularly, I am familiar with the Hoover Commission Task Force 
Report, of course, and the Rowe-Ramspeck-DeCourcy Commission, 
but I do not know who authorized the original Brookings report. 

Mr. Mountain. The Bureau of the Budget. 

Mr. Harpy. This leads us into the question Mr. Meadows raised 
earlier, and that is the question of where this money was supposed to 
come from. At the time you entered into this contract with Heller 
and began working with Heller, you of course must have had some 
understanding as to where you were going to get the money from, 
und I think, Mr. Meader, you might pick up on that and pursue the 
line of thinking you had, because I think this is the proper place to 
get it in the record. 

Mr. Meaver. Well, I think you have raised the question the way I 
had in mind asking it, Mr. Chairman. 

When you entered into this contract, Mr. Lourie, where did you 
expect the money was going to come from within the four corners of 
the State Department budget ? 

Mr. Lourte. Well, we felt that we could effect savings that would 
enable us to go along out of the regular budget. It wasn’t a special 
appropriation. We felt, through economies which could be effected 
as we went along, we could handle it very well out of the budget. 

Mr. Mraper. Is there any question about the right of a Government 
agency to make a contract for a management survey of this character, 
although no specific items in their appropriation bill are charged with 
that particular expenditure? 
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Mr. Lovurte. I really do not know how to answer that. If there 
was, I was not conscious of it. 

Mr. Meaper. Would there be any limitation on the amount that 
could be obligated in this fashion? ‘This turned into an expenditure 
of $250,000 or more? 

Mr. Lourre. Yes. 

Mr. Meaper. That is a pretty sizable item. Maybe you did not con- 
template that originally, but could you, for instance, if you so desired, 
have undertaken a program that would have cost $1 million or $2 mil- 
lion of this character without any specific item in your appropriation 
bill authorizing such an expenditure / 

Mr. Lourtz. May I ask a question, Mr. Chairman, of Mr. Wilber? 

Mr. Harpy. You may get any help you need. The committee is 
looking for help, too. 


STATEMENT OF EDWARD B. WILBER, DEPUTY CONTROLLER AND 
BUDGET OFFICER, DEPARTMENT OF STATE 


Mr. Wizeer. My name is Edward B. Wilber, Deputy Controller 
and Budget Officer, Department of State. 

This project was financed out of our Confidential Fund after appro- 
priate clearances with the Appropriations Committee on the Hill. 

Mr. Harpy. You say it came out of confidential funds? 

Mr. Witeer. Yes, sir. 

Mr. Harpy. What is the appropriations requirement with respect to 
the use of confidential funds ? 

Mr. Witeer. Informal clearance, Mr. Chairman, with the chairman 
of our respective Appropriations Committees in the House and in 
the Senate. 

Mr. Harpy. I just wonder if the rest of the House and the Senate 
have anything to say about the manner in which funds that are appro- 
priated for one purpose can be utilized for another. Confidential 
funds, I had never thought, would be construed as funds that would 
be available for administrative studies. 

Do I understand that your testimony to this committee is that the 
State Department undertook to secure the approval of Mr. Taber and 
Mr. Bridges? 

Mr. Witeer. I think Mr. Lourie can testify on that, because he dis- 
cussed it with both the gentlemen. 

Mr. Harpy. Do you recall that, Mr. Lourie? 

Mr. Lourie. Yes; I recall talking it over with Congressman Taber. 

Mr. Harpy. Now, specifically, what sort of an understanding did 
you arrive at? That you could go ahead and use confidential funds 
for any amount that you wanted to for this purpose ? 

Mr. Lourtz. Well, Mr. Chairman, we didn’t use them in any amount 
we wanted to. We presented to Mr. Taber our plan for using the 
Heller services, and told him of the amount involved. 

Mr. Harpy. Did you appear before the Appropriations Committe 
to justify appropriations requests for that year / 

Mr. Lourte. Yes. 

Mr. Harpy. Do you recall the basis on which the request for conti- 
dential funds was justified ? 


Mr. Lourtr. No;I donot. Ibelieve Mr. Wilber handled that. 
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Mr. Wirper. As a rule, Mr. Chairman, that is off-the-record testi- 
mony. The complete details for which the funds are used are pre- 
sented to the committee on a confidential basis, and they review all of 
the projects covered thereunder very carefully and, in a sense, approve 
the spending that we have undertaken. 

Mr. Mnaper. Was any reference made to this Heller contract in your 
testimony off the record or on the record before the Appropriations 
Committee in 1953 ¢ 

Mr. Wizer. I am not sure about that. 

Mr. Lourte. I do not recall any. 

Mr. Brownson. Mr. Chairman, is there anything Mr. Wilber could 
tell us that an ordinary Congressman could find out about the general 
philosophy of these confidential funds? Are they not customarily 
used for intelligence purposes and that type of thing? 

Mr. Wiper. Yes, sir. 

Mr. Harpy. I think in view of the fact that this committee has got- 
ten into the area of jurisdiction which an appropriations committee 
usually hides behind, maybe we ought to put Mr. Wilber on the 
stand and get a complete dissertation on this particular subject; unless 
Mr. Lourie wants to undertake to do it. I understand he testified on 
that subject, too. I think this committee is entitled to know. 

Now, we have come to a situation where funds appropriated to the 
confidential funds, or whatever they call it, were used to defray the 
cost of a management study, and there certainly isn’t any reason in 
the world that the Congress should be kept in the dark as to what 
funds are going to be used for a management study. 

Now, there might be some justification for withholding from public 
gaze other purposes for which those funds are used. 

Mr. Brownson. Mr. Chairman, there is one problem that comes in 
here chronologically. This was 1953, was it not? 

Mr. Harpy. It was in 1953 that the contract was negotiated. 

Mr. Brownson. In 1953 they are operating on a budget made up by 
a previous administration without any opportunity to include such 
survey funds as they wanted, which may be one reason why they had 
to get money where they could get it. 

I am not justifying the thing, but I am just pointing out there is 
no way under our normal setup in a change of administration, whereby 
they can have such money appropriated in advance. 

Mr. Harpy. Well, of course that is true, but as a matter of fact if 
you are going to undertake a proposition of this kind, Mr. Lourie 
would not have been able to have foreseen this kind of a thing anyway, 
because actually he was not down here very long. 

Mr. Brownson. I don’t know, Mr. Hardy. We campaigned con- 
siderably on that issue of reorganizing the State Department. 

Mr. Harpy. You think Mr. Lourie was anticipating employing 
Heller before he even took a job in the State Department and before 
Mr. Eisenhower suggested he come down? 

Mr. Brownson. I remember making several campaign speeches in 
which we represented that our administration was going to straighten 
out some kind of a mess which we alleged existed at that time. I 
Imagine somebody had some plans for bringing somebody in to 
straighten it out after the election was won. 

Mr. Harpy. What you are saying is: Mr. Truman did not include 
the fund for Mr. Eisenhower to upset his State Department ? 
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Mr. Brownson. That is right. 

Mr. Reuss. Mr. Chairman, as a new member of the committee, I 
would like to ask a question. 

Mr. Harpy. You need not be bashful. You go right ahead. 

Mr. Reuss. I would like to ask a question of some of my seniors. 

Would not a deficiency appropriation have been in order in view 
of the change of administration ? 

Mr. Harpy. It could have been a supplemental, and, as a matter of 
fact, that would have been a relatively easy proposition to pursue, 
and I have an idea—I have not checked it, but I have an idea that there 
were some supplements just shortly before the turn of that fiscal year, 
which began on July 1, 1953, and I just wonder why 

Mr. Brownson. That is something I think we should get, Mr. Chair- 
man. 

Mr. Meaper. This contract, Mr. Chairman, was not dated until 
July 15, 1953. 

Mr. Harpy. That is right, but it was based on conversations and 
communications that at least were firmed up and in writing in June; 
on June 2. So there was time enough if it had been anticipated that 
there was going to be a need for such a contract ; there was time enough 
for this thing to have been worked out. 

Mr. Brownson. Your mentioning that timetable brings back an- 
other interesting point: Actually, there must have been some kind of 
an implied commitment because Heller started working before the 
date the contract was signed. 

Mr. Harpy. Of course, there had to be something of the kind. 

Mr. Brownson. I just wonder if Mr. Lourie could tell us if that was 
a verbal commitment or a memorandum to Heller, or upon what basis 
did they start working before the signed contract. 

Mr. Lourie. As I recall, we asked them to come in and start work- 
ing on a verbal arr angement until we could make it official. 

Mr. Harpy. Now, ‘certainly at the time that the Heller firm was 
brought in and started work, there must have been some understanding 
within the Department as to where the money was going to come from. 

Mr. Lourre. We felt we could find the money in the budget. We 
felt confident that we could make savings which would handle it. 

Mr. Harpy. That is a very commendable proposition, but I just 
would like to raise this question in connection with that: Do I under- 
stand that it was your point of view as Under Secretary of State for 
Administration, that you could take moneys specifically appropriated 
to a Division of Communications and Records and apply it to the 
cost of a management survey ? 

Mr. Lourte. I assumed it was perfectly all right to use the confi- 
dential funds. 

Mr. Harpy. I doubt that that is so, even though it was checked 
with the chairmen of the committees. 

Mr. Brownson. The witness has testified that he hoped to save 
enough money to pay for this survey. 

Did you hope to save it in the first year, Mr. Lourie? 

Mr. Lourte. Yes; I think we did. 

Mr. Brownson. In that case, if you used the money out of the con- 
fidential funds, certainly the savings would not be reflected in those 
same confidential funds. How did you plan to balance that out? 
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Mr. Lourte. They were to be put in an administrative reserve fund, 
as I recall. 

Mr. Wuper. That is right. 

Mr. Harpy. That is another question. 

I gathered from your earlier testimony that you were going to pool 
these savings and use them to pay the cost of this contract. I had not 
previously understood that there was that much latitude in the Appro- 
priations Committees. I had not understood, for instance, that there 
was discretion in the departments to take money appropriated for 
one function and apply it to another, indiscriminately. I think there 
are certain areas where limited amounts are permitted to be juggled, 
but I had not understood that that was general. 

Do you have any information on that ¢ 

Mr. Lourtz. No; only what I said. We felt after we had discussed 
it with the chairmen of the Appropriations Committees, that it was 
perfectly all right to go ahead. 

Mr. Harpy. The thought that I have in mind, Mr. Lourie, is that 
there is a little difference in handling funds appropriated by the 
Government and those which the board of directors at the Quaker 
Oats Co. would set up for use of its officers. 

In that connection, since I have gotten to that point, how long 
have you been president of the Quaker Oats Co. ? 

Mr. Lourtr. Since 1947. 

Mr. Harpy. How long have you been associated with the company ? 

Mr. Lourie. Since 1922. 

Mr. Harpy. You have been with them a long period of time. 

What have been some of the other types of responsibilities you have 
had with Quaker Oats? 

Mr. Lourte. Well, I have been in the production end, in the sales 
end, in advertising, and the executive branch of it. 

Mr. Harpy. Production, sales, and advertising. You have just about 
covered the waterfront. 

The Quaker Oats Co. is a good-sized organization. Do you have 
any idea about the total number of employees ? 

Mr. Lourtr. Yes, we have about 8,000. 

Mr. Harpy. You have about as many people there as you did in 
your job in the State Department. 

Mr. Lourie. Not quite. There were 42,000 in the State Department. 

Mr. Harpy. I do not know whether you could count all of them in 
the State Department, or not. They have such funny classifications— 
that is one of the things I hope we find out, where they belong. 

I understand you testified that you resigned on March 5, 1954? 

Mr. Lourie. Yes. 

Mr. Harpy. Why did you leave the State Department? 

Mr. Lourie. My understanding originally was that I would come 
down for a year, or thereabouts. 

Mr. Harpy. It might have simplified our job if you had stayed there 
until you had finished with the Heller report. 

Mr. Lourte. I had to get back to rolling oats. 

Mr. Harpy. I believe you indicated awhile ago you left Washing- 
ton on March 1 and went somewhere on official duties? 

Mr. Lourie. Yes. 

Mr. Harpy. Did you know at the time you left that you were going 
to be leaving the State Department permanently when you got back? 











32 ADMINISTRATION OF OVERSEAS PERSONNEL 


Mr. Lourtr. Yes. 

Mr. Harpy. When did you decide to quit; in the early part of 
March ? 

Mr. Lourie. Well, I think I discussed it with the Secretary just 
before he went to Berlin. And what that date is, I do not remember. 
Then I discussed it with the President. 

Mr. Harpy. Well, now, I have a newspaper clipping that interested 
me, and I thought it was very commendable that you came down to 
Washington originally, regarding your assignment down here as a 
eall to duty. Did you consider you had completed that duty when 
you left here? Iam not trying to embarrass you; I am just trying to 
find out what the pitch is, 

Mr. Lourre. That assignment is never finished. The original basis 
of my coming down for the assignment was a year or thereabouts. I 
discussed it with the Secretary and with the President, and left as of 
that date. 

Mr. Harpy. Mr. Dulles then knew from the beginning that you did 
not expect to be here much more than a year ? 

Mr. Lourie. He certainly did. 

Mr. Harpy. And at the time you entered into this contract for the 
extension of the Heller contract, you anticipated that you would be 
gone before Heller finished his job and you would not be able to put 
into effect the recommendations that he made? 

Mr. Lourtg. That is right. 

Mr. Harpy. Did you have reason to believe that there was any 
chance that your successor was going to view these things with any 
favor—stuff that you had initiated? Did you have any idea who was 
going to be your successor ? 

Mr. Lourie. I did not. I had not the slightest idea. 

Mr. Harpy. Here you had started a wonderful piece of work, you 
had spent a considerable amount of money in getting a lot of informa- 
tion together, a lot of high-powered recommendations from one of 
the best management companies in the country, and you left before 
they even made their report, and you did not know what they were 
going to turn in, and you had no idea whether anybody was going to 
put. those things into effect or whether they were just going to be 
junked ? 

Mr. Lourtr. Mr. Chairman, that is not quite fair. It is not fair to 
put it that way. 

Mr. Harpy. I would be delighted to have you put it any way it was. 

Mr. Lovrtr. I have already said to you and the committee that I 
felt. that this study that was being made by Heller should come to us 
in oral reports, progress reports, regularly. Not wait for the finished 
report. So I knew what they were doing. I knew what they were 
recommending and we put a number of them into effect. 

Mr. Harpy. The report shows that some of them were put into 
effect as they went along. 

Mr. Lourie. I knew what they were studving and TI was very much 
in favor of them. I thought they were doing a splendid job, and 
were making progress. They were doing it slowly. It isn’t easy to 
do it. So we had made some headway. 

Mr. Harnvy. When you got into the major part of the contract, the 
big piece of it that began in December, you did not stay with them 
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very long—well, you did, too. You were there about 3 or 4 months— 
December, January, and February—3 months. 

Mr. Brownson. Mr. Chairman, I wonder if before we meet this aft- 
ernoon if somebody could call the Bureau of the Budget and find out, 
inasmuch as we have gotten into this use of confidential funds, how the 
other executive departments, both under this administration and 
previously, have financed these management reports. In other words, 
many departments have had firms—Heller, or similar outfits to make 
their management reports. It seems to me that from the Bureau of 
the Budget we could find out whether this use of confidential funds is 
customary and what the Bureau of the Budget’s attitude is on it, be- 
fore we talk, for instance, to Mr. Wilber this afternoon. 

Mr. Harpy. I think that we ought to do that. It is certainly true 
that most all the agencies spend a lot of money for this kind of busi- 
ness. I do not know how they finance them, either. 

Mr. Brownson. I think we should know whether this was a break 
with precedent. Maybe it is taken out of confidential funds in a way 
in which this committee would consider proper. 

Mr. Harpy. Lots of agencies do not have confidential funds. They 
do not have them as the State Department does. 

Mr. Brownson. I would not kno.v. 

Mr. Harpy. Are there any further questions? 

Mr. Reuss? 

Mr. Reuss. Mr. Lourie, this Heller contract was more or less your 
baby? You knew Heller and you were the moving force? 

Mr. Lourtr. Yes. 

Mr. Reuss. The language which has been referred to before, about 
the kind of report they had to make before their last payment date, 
under both the original contract and the supplemental agreement— 
the language referring to the fact that they had to file a summary re- 
port with recommendations approved and installed by the Depart- 
ment—that was language that you wanted in there, was it not? 

Mr. Lourie. No, the language they incorporated in their agreement 
was theirs and not mine. 

Mr. Reuss. But it was language that you approved? 

Mr. Lourte. Yes. 

Mr. Reuss. As I read the section quoted—it is paragraph 2 (c) of 
the original agreement, and article 4 of the supplemental agreement— 
that language certainly envisaged that this was not all just an empty 
exercise. They were going to make recommendations and the De- 
partment was going to install them; namely, accept them and do 
something about it, is that true? 

Mr. Lourte. Yes. 

Mr. Reuss. Am I right in thinking that the Heller group made in 
excess of 20 recommendations to the Department, both before and 
after you left ? 

Mr. Lourtr. I am not sure about the 20. 

Mr. Reuss. So far as you know, that is the figure? 

Mr, Lourm. I should think that would be right. 

Mr. Reuss. Has the Department in fact installed or adopted any of 
them so far as you know ? 

Mr. Lourte. Oh, yes. 

Mr, Reuss. Do you know how many ? 
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Mr. Lourie. I think of 2 or 3, yes. It has been a couple of years, 
but I think the first one is what I have referred to before, and that is 
the reduction in warehouse supplies. Another one was the limitation 
of weight in the air pouch, which effected in fiscal year 1954 savings 
of about $130,000. 

Mr. Reuss. Any others that have been installed by the Department? 

Mr. Lourie. Yes, I can think of another. There were a number of 
courier routes eliminated. There was a warehouse reduction which 
was about $140,000 for fiscal year 1954, as I recall, and $130,000 for 
fiscal year 1954 on the air-pouch limitation, and the elimination of 
various courier routes and I think that runs up to about $330,000. 

Mr. Reuss. Other than the three recommendations installed by the 
Department that you have mentioned, can you, offhand, think of any 
others which were approved and installed by the Department ? 

Mr. Lourie. I cannot right now; no. 

Mr. Reuss. What I am getting at is this: In view of the great 
urgency of this matter, in view of the fact that it was apparently 
so necessary to get it underway that funds were taken from confi- 
dential allocation in the previous year’s budget, rather than adopt 
what would certainly be a more normal procedure in the Appropria- 
tions Committee in saying, “Look, we want to set up this survey and 
can we have an allotment in the next year’s appropriation”—in view 
of all that isn’t it somewhat disappointing to you as a citizen that 
here more than a year after the conclusion of the Heller report, and 
thus it is being more than a year after its making all of its recom- 
mendations, only a smal] number—three, as far as you can now 
recollect—have been adopted ? 

Mr. Lourre. Well, to answer your question in a rather roundabout 
way, I felt that the Heller recommendations were good ones and I 
felt we made progress. We made good progress. 

Now, the figures which I referred to were just for fiscal year 1954 
and not fiscal year 1955. There were continuous savings. You cut 
down on the courier routes and the air pouch and there were defi- 
nitely savings in 1955 fiscal year which were even more substantial, 
and I was not disappointed in that, at all. 

Mr. Reuss. Let me hasten to say that I share your feeling of ela- 
tion that in the field of courier routes and in the field of weight 
limitations, constructive recommendations were made, were promptly 
adopted, and savings made, which savings will occur in every fiscal 
year. 

My question, however, was whether it does not seem disappointing 
to you that here a whole year after this urgent top-priority study, 
only a tiny fraction of the recommendations seem to have been in the 
language of the contract itself, installed by the Department. 

Mr. Lourtr. Not having been here, I do not know what other 
recommendations were accepted and put into effect so I cannot answer 
your question. 

Mr. Revss. Assuming that the figure of 20-plus recommendations 
that I mentioned a moment ago is an accurate figure, and assuming 
also that your recollection is good and that approximately 3 out of 
more than 20 is the number of recommendations installed, are you 
pleased or disappointed, as a citizen, with that kind of performance 
by the Department a year after the final filing of the Heller report’ 
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Mr. Lourie. I would like to know more about it before I would 
come to any conclusion because I am sorry to say I do not know all 
the facts as to what happened after I left. 

Mr. Reuss. My question took that into account and I am asking 
you hypothetically if those facts are true. If some 20-plus recom- 
mendations are made and a year after the report only 3 or 4 are in- 
stalled by the Department, would that constitute, in your opinion, 
satisfactory performance in terms of the investment of a quarter of 
a million dollars funds in the Heller report, or unsatisfactory per- 
formance? 

Mr. Lourte. I may answer your question in this way: It is quite 
obvious you would not accept in business or in government, all of 
the recommendations that come from a management consultant. That 
is a basic assumption. 

Now, I feel, having put into effect enough of their recommendations 
to more than pay for their fee, and with continuing savings coming 
along, that we made good progress. 

Mr. Reuss. What would you say then to the 17 or so recommenda- 
tions which apparently have not been installed, unlike the three or so 
recommendations which have been installed? 

Mr. Lourtr. The only way I could answer that would be to see the 
recommendations and I have not read the report. 

Mr. Reuss. One final question: If those recommendations—those 
17-odd recommendations constituting the great bulk of the Heller 
report recommendations—turned out to be such that you as a prudent 
businessman and governmental servant felt were unsound or silly 
or impractical or not making a contribution and hence should not 
be adopted, if you found that to be true, you would be greatly dis- 
appointed, I take it, with the Heller organization which had served 
you well in the past and you would feel very let down by them would 
you not? 

Mr. Lourtr. I would be disappointed if we did not in government 
effect all the economies that it is possible to effect. 

Mr. Reuss. Specifically my question was whether, in the event 17 
out, of 20-odd recommendations turned out to be unusable, you would 
not be as keen about the Heller organization—if that were the fact. I 
am in no way suggesting it is. 

Mr. Lourtm. I would be surprised if that was the fact, but since 
you asked that question, I would be disappointed. 

: Mr. Garmatz. Has this Heller report been made public, do you 
now ? 

Mr. Lourie. I do not know. At least, I have not read it. 

Mr. Garmatz. Would Mr. Wilber know? 

Mr. Witzer. So far as I know, it has not been made public. 

Mr. Mmaper. Mr. Lourie, I was interested in your statement that 
the Heller people did not work with the so-called policy end of the 
State Department, but only the administrative branch of the State 
Department. It has always been difficult for me to draw the line be- 
tween the execution of policy and the machinery and administrative 
processes by which that policy is executed. 

Do I understand that the so-called policy people in the State De- 
partment had nothing whatever to do with the study made by the 
Heller Associates? 
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Mr. Lourtr. Well, no, because when we started with Robert Heller 
& Associates, we discussed it with the Secretary, who, of course, un- 
der the President does carry out our foreign policy, so "that at the top 
it was known that we were going to carry out the work. 

Mr. Meaper. Now, let me call attention to item 2 in the management 
survey contract dated August 19, 1953, item 2 under article T—this 
is in the actual contract, the original contract. It reads as follows: 

Assist officials of the Department to review and develop policies and methods 
to improve and control administrative practices and to reduce the volume of 
paper work in the Department. 

Now, that item strikes me as being the most important one in the 
entire surv ey to be undertaken by Heller & Associates. 

Now, I understand, and I have a somewhat limited knowledge of 
the actual requirements of State Department procedures, but I under- 
stand that all kinds of initialings and routing around from one desk 
to another is required before a decision can be a State Department 
decision. 

Are you familiar with what I am speaking of ? 

Mr. Lourts. Yes. 

Mr. Meaper. I think it is the general public impression that there 
is a lot of red tape in the State Department and that represents man 
hours and delay which is extremely expensive and if economies a 
be effected, not only in saving dollars but in getting more rapid and 
effective action out of the Department of State, that would be a real 
improvement. 

Mr. Harpy. If the gentleman would yield on that, maybe Mr. Lou- 
rie would prefer to testify on that in his role as a private citizen rather 
than as a former Under Secretary and 

Mr. Mraprer. Without arguing whether or not this impression of 
red tape in the State Department is correct or not, or how much there 
is, or whether it is worse than the Defense Department or some other 
Department, and assuming that it is important, how could such a 
study be intelligently made without consulting with the operating 
officials, the policy officials i in the Department ? 

Mr. Lourie. Your point is well taken. I think we start with the 
Secretary. He knows it is going to be done. Your second point is 
that in all organizational work, whether it is business or Government, 
there is need for a searching review from time to time, to cut down 
on paper work. It does not exist only in Government. It is quite 
important that you cut it down. However, you have to get inside and 
take a look to see how you can do it. 

Mr. Mraper. I am pressing this point because you had this impor- 
tant responsibility with the State Department for well over a year. 
Do you agree with me that it is not possible, as a practical mi utter, to 
have one compartment over here which is solely administration, and 
another ee over here, which is solely policy. 

Mr. Lovrtr. I do. 

Mr. Mraper. That the two must be considered together, and you 

cannot do an effective job on one without affecting the other so-c -alled 
type of operation, policy and administration. 

Mr. Lourtr. I agree with that. 

Mr. Harpy. That bei ‘ing the case, if the gentleman will yield, you 
must have had a terrible situation with General Smith. He was in 
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policy and you were in administration. How in the world did you 
ever live together ? 

Mr. Lourtre. We got along very well together. We saw each other 
every day and we decided we would 

Mr. Harpy. What I want to know is, who was the stronger person- 
ality and who directed whom? 

Mr. Lourte. I found, and I am sure you agree, that the way to get 
things accomplished is to get along together and work things out to- 
gether. It doesn’t always depend on who has the title and who has 
the responsibility as long as you get along together and have the same 
objectives. 

Mr. Harpy. I mean to tell you that is a very fine statement and I 
am delighted to have it and am glad to know that everything was as 
happy as that, but it is rather surprising to find a fellow who has 
been operating with a great corporation, one of our leading concerns, 
associated with a military man who has been pretty well indoctrinated 
not only in his procedure of giving orders, but in the language and 
eccentricities of the Department of State, and to get along in com- 
plete harmony like that, boy, that is a revelation and more power 
to you. 

Mr. Brownson. That is easy. Both of them spent significant parts 
of their life in Indianapolis. 

Mr. Harpy. Maybe that accounts for it. 

One other question: We were talking about the date at which you 
left. 

Did you advise the Heller firm that you were leaving sometime prior 
to your actual leaving? 

Mr. Lourte. Yes, I did. 

Mr. Harpy. So at the time you left, they knew that was about to 
take place ? 

Mr. Lovurtg. Yes. 

Mr. Harpy. I get the imression that about the time you left—and I 
get it from reading the Heller report—by the time you left, the Heller 
people were of the impression that they were losing their effectiveness 
because they were losing their sponsor. Were you advised of that 
condition before you left? 

Mr. Lourie. I don’t recall that, no. They asked me to stay. They 
wanted me to stay on. 

Mr. Harpy. Didn’t they tell you that if you left that they probably 
were going to have to fold up, too? 

Mr. Lourie. I don’t recall that. 

Mr. Harpy. Well, you know that an organization of that kind, 
working in any agency, particularly the State Department, would 
find itself in a rather unenviable position if it lost its sponsor. 

Mr. Lourm. I think that is quite natural. I mean I was the one 
who brought them in. I thought they were doing a fine job and I 
was encouraging them right along because their objectives were good. 
I think it is perfectly natural for them to ask me to stay on. 

Mr. Harpy. Is there anything further ? 

Mr. Meaper. Mr. Lourie, before you left, some recommendations 
had been made and had received your approval and had been placed in 
effect; is that correct? 

Mr. Lourtr. Yes. 
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Mr. Mraper. Did you observe any resistance within the Department 
of State to the adoption of these reforms recommended by Heller? 

Mr. Lourie. No, other than the natural resistance for a man who is 
the head of a department to have some change made. For instance, 
in cutting down inventory, there was no resistance to that. , In chang- 
ing the specifications for air pouch, there probably was some resist- 
ance, but I think most everyone concerned was perfectly willing to see 
its effect. I think when we cut out some of the courier routes there was 
some resistance to it, perhaps, but the overall objective was good and 
it saved some money. ; 

You see, at that same time we were cutting down 21 percent in our 
personnel, which was a sizable reduction in force. It is not easy to cut 
down. 

Mr. Meaper. In other words, there was probably so much resistance 
to that RIF that the resistance to any of these other minor reforms 
was hardly noticeable. 

Mr. Lourte. We had made a number of savings, if you will. We cut 
out the buses of the State Department. The State Department was 
housed in 82 buildings around Washington. The buses ran around to 
those during the day. We stopped that. That was only $80 a day but 
that was still quite a sizable change. It affected a lot of people. 

We cut out some free newspapers that were being distributed in the 
Department. That is, the State Department had to pay for them and 
the reader did not. We cut that out. That saved about $4,600. We 
eliminated a lot of automobiles. 

Mr. Harpy. You did not finish that job, though, did you? 

Mr. Lourte. Well, that is never finished, sir. 

We were tightening the belt, we were effecting economies, we were 
cutting down 21 percent in personnel, and that 1s not an easy assign- 
ment. If the other departments cut 21 percent, it would make quite a 
difference. That is not an easy thing todo. When you say “opposi- 
tion,” you always run into opposition, unless you are adding. When 
you are cutting down, you are bound to find some opposition, but in 
the overall, I think people were very cooperative in trying to help 
us Save some money. 

Mr. Harpy. Now, Mr. Lourie, I have just one other point that I 
would like to try to clear up before we adjourn. As I recall the testi- 
mony we have had, the Heller Associates began work July 13, 1953. 
‘The contract was actually entered into on August 19, I believe. 

Mr. Lovuriz. That is right. 

Mr. Harpy. I have before me Department circular No. 48, dated 
August 7, 1953, on the subject of Robert Heller & Associates, in 
which—well, now, first of all, there is not anything on here to indi- 
cate the circulation, at least I have not found anything—the circula- 
tion this got, other than it is headed “Department of State.” 

Are you familiar with the circular I am talking about ? 

Mr. Lourir. I donot believe Iam;no. Isit 1953? 

Yes; Iam familiar with this. 

(The document referred to follows :) 


DEPARTMENT OF STATE, DEPARTMENT CIRCULAR No. 48 


AUGUST 7, 1953 


Subject: Robert Heller and Associates. 


With the objectives of helping the Department and the Foreign Service to 
improve their organizations and to increase present effectiveness of operations, 
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the firm of Robert Heller & Associates, an engineering organization of national 
reputation, has been engaged to assist in reaching these desirable objectives. 
This firm, with a background of assignments for United States Steel Corp., the 
Baltimore & Ohio Railroad Co., Trans-World Airlines, International Harvester 
Co., Continental Can Co., Inc., the Pullman Co., the B. F. Goodrich Co., the Glenn 
L. Martin Co., American Express Co., Westinghouse Electric Corp., and many 
other large and small corporations, as well as the Department of Defense of the 
United States, the Hoover Commission, and the Post Office Department, is quali- 
fied to undertake this task with the minimum of interruption to the current func- 
tioning of our organization. 

The work, which started on July 13, 1953, is a joint undertaking. It is our 
desire that the staff members of Robert Heller & Associates function as part 
of our organization and that reference to them as a group from outside the 
organization be minimized. This does not, however, imply that they are at any 
time to become employees of the Department inasmuch as under their agreement 
with us none of their men are permitted to accept permanent employment with us. 

Because the Department will benefit in proportion to the successful results of 
this work, it is important that all departmental officers cooperate with the staff 
members of Robert Heller & Associates to the fullest extent. Your frank opin- 
ions on various phases of our operations, even if differing from current methods, 
should be offered when solicited. It is by such presentation of facts and frank 
expressions of opinion that the greatest results can be obtained from this work. 

When questions are asked concerning organization matters, you may be certain 
that they are interested only in structure and not in people. They do not engage 
in personalities. Furthermore, you may rely upon their discretion in using infor- 
mation which you givethem. Under no circumstances will you be quoted. Finally, 
they all have full security clearance. 

The staff members of Robert Heller & Associates will be associated by certain 
State Department personnel. The overall group will be composed of the follow- 
ing people: 

Robert Heller & Associates : 

Frank L. Elmendorf, senior vice president, 
Hamilton W. Wright, job head, 
Peter Annable, 
Jefferson Asher, 
Richard Fell. 
State Department : 
Howard BR. Chaille, 
Edward W. Harding, 
Walter F. Chappell. 

Other State Department personnel may be added depending on requirements of 
the assignment. As the work proceeds, Robert Heller & Associates will assist 
the Department to install or implement approved recommendations. Report 
writing will be confined to a summary report of accomplishments and basic 


proposals related to long-range objectives. 
Donotp B. Lourtir, 


Under Secretary for Administration. 


Mr. Harpy. Now, to whom was that circular sent? 

Mr. Lourtr. As I recall, Mr. Chairman, this went to everyone. 

Mr. Harpy. That went to all employees in the Department? 

Mr. Lourte. It should have. 

Mr. Harpy. What was the real purpose of that? 

Mr. Lourte. This is merely a routine matter that is always used in 
notifying the people of a company or a department or an institution 
with whom the outside firm is working, to familiarize them with the 
fact that they are coming in, and solicit their frank opinions and their 
cooperation. 

Mr. Harpy. It was anticipated, then, that there might not be frank- 
hess among the personnel in their discussions with the Heller repre- 
sentatives ¢ 

Mr. Lourte. Well, Mr. Elmendorf can tell you more about that, but 
when someone comes in from the outside in any organization, they 
have a problem in getting the confidence of the people to have them 
express their opinions. 
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Mr. Harpy. Of course, that is one aspect of it, the matter of getting 
confidence of the people and I can understand that without any trouble. 

Mr. Brownson. On that particular point, is it not true that the State 
Department personnel would not be authorized to discuss these mat- 
ters with just anybody who walked in without some authority from 
the Department ? 

Mr. Harpy. That is undoubtedly correct also, but that is not spe- 
cifically the phase of it I want to be sure I understand. 

Was it also the purpose of that circular to assure State De- 
partment personnel that they would not be the object of recrimination 
because of any information that they gave to the Heller Associates? 

Mr. Lourte. Yes. When Heller worked for us we wanted our 
people to be perfectly frank with them, give them their views, their 
opinions, and assured them that there would be no revealing of names. 
That is what makes a management consultant concern effective. They 
are able to get free, frank, cooperative expressions. 

Mr. Harpy. There is such an assurance of that contained in that 
circular. 

Mr. Lourtr. Yes. It is down at the bottom. 

Mr. Harpy. I quote from the circular: 

When questions are asked concerning organizational matters you may be 
certain that they are interested only in structure and not in people. They do not 
engage in personalities. Furthermore, you may rely upon their discretion in 
using information which you give them. Under no circumstances will you be 
quoted. 

Now, what was the purpose of that? Was the purpose of that to 
prevent recriminations against personnel for comments which they 
might make with which their superiors might diasgree? Was that 
the objective or was there some other objective? 

Mr. Lourtr. No, Mr. Chairman, as I explained in the first part, this 
is a routine matter. That is always done in telling the people of the 
organization about the study that is to be made. 

In order to make those effective, it is important that the people with 
whom the consultant talks has a feeling of confidence that he can ex- 
press his opinion frankly, and that it will not be used for or against 
him. 

Mr. Harpy. Will not be used either for or against him. That is the 
individual ? 

Mr. Lourre. Yes. 

Mr. Harpy. How could it be used for or against him? 

Mr. Lourm. In any organization if it came in to the boss that some- 
one had been very critical, he very well—I mean the boss might very 
well feel resentful toward that person. 

Mr. Harpy. That is understandable, I think. I just want to be sure 
I understand what was in your mind. You prepared the memoran- 
dum, you sent the document out, and I want to see what your thinking 
was. 

Mr. Lovurte. That is right. 

Mr. Harpy. It was your general idea that the main purpose of the 
circular would be to assure the State Department employees that as 
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a result of their comments to the Heller Associates they would not 
receive recriminations. 

Mr. Lourte. Surely. 

Mr. Harpy. The major objective was to protect the employees 
against adverse actions of their employers. 

Mr. Lourie. That is about right. 

Mr. Harpy. That is all I wanted to understand. 

Mr. Brownson. Did you send out a similar statement when Heller 
& Associates worked for Quaker Oats ? 

Mr. Lourtg. Yes. 

Mr. Brownson. Doesn’t this statement follow the same routine line 
whether used in Government or industry ? 

Mr. Lourtg. It does. 

Mr. Brownson. In other words, it is a means to establish a certain 
amount of rapport between the business management firm and the 
employees so that the workers do not feel that this firm is a tool of 
management alone, but is working for their interests as well ? 

Mr. Lourre. That is quite right. 

Mr. Harpy. For the purposes of just clearing that atmosphere a 
little further, information of that nature—I want to see what your 
directive contemplated—information of the nature which might have 
been given to the Heller Associates by State Department employ ees, 
if used anonymously and purely for the pur pose of understanding the 
background of the Heller report by this committee, would that “be a 
violation of the terms of that circular / 

Mr. Lourtr. Let me see if I understand your question, Mr. Chair- 
man—if the material which they had sent in. 

Mr. Harpy. If the information that the individuals gave to Heller 
were used in a confidential manner by this committee, would that be 
construed as a violation of the terms of this memorandum ? 

Mr. Lourie. I do not think anyone ought to see it, except Heller. 

Mr. Harpy. Would you be surprised to learn that it is now in the 
possession of the State Department ? 

Mr. Lourte. I did not know that. 

Mr. Harpy. You would be surprised to learn that the State Depart- 
ment has taken possession of those documents ? 

Mr. Lourte. Yes. 

Mr. Harpy. Would you think that the Heller Associates are any 
better able to protect the confidential nature of those documents than 
would be this committee ? 

Mr. Lourte. It just seems to me that those confidential letters, if 
there were any—I have.never seen any—were sent to Heller. Were 
given to Heller. 

Mr. Harpy. I would hope you wouldn’t see them while you were 
with the State Department. 

Mr. Lourtr. I haven’t seen any of them. I should think they should 
be kept confidential. And by that I mean be kept where they were 
given in the first place. 

Mr. Harpy. In any event, I take it from your testimony that your 
(directive did not contemplate that these documents would ever find 
their way back to the State Department ? 
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Mr. Louvre. That is right. 

Mr. Harpy. So if the Secretary of State, or the Assistant Secre- 
tary to State, required Heller to furnish them to the Department of 
State, in your mind, that was not contemplated by the original action 
which you took. 

Mr. Lourte. It was not contemplated ; of course not. 

Mr. Brownson. By “these documents” you mean the working 
papers ¢ 

Mr. Harpy. I am talking about the papers which would identify 
the comments of individual employees. 

Mr. Brownson. I just wanted to bring that up because while we 
all know what we are talking about, in looking back, the record might 
not have identified these documents completely. 

Mr. Harpy. That may be. 

Well, thank you, Mr. Lourie. Is there anything further ? 

Mr. Garmatz. Have you read the Heller report ? 

Mr. Lourte. No; I have not. 

Mr. Garmatz. Do you have a copy of it / 

Mr. Lourtr. No. 

Mr. Garmarz. Did you try to get one? 

Mr. Lourtr. I saw one. 

Mr. Harpy. I will see that you get one before you leave. 

Mr. Lourte. Thank you, Mr. Chairman. 

(The supplemental agreement appears on p. 20. The departmental 
circular appears on p. 38.) 

Mr. Harpy. Mr. Lourie, on behalf of the committee I want to ex- 
press our appreciation for your presence here today. It has been 
very helpful. We may need to impose on you again as we get into 
some additional questions a little later on, in connection with the 
implementation of these recommendations. I do not know what 
your schedule is this afternoon. We will have Mr. Elmendorf. I do 
not anticipate any need for further testimony from you this after- 
noon, but if it is convenient for you to be present, it might be well, 
because if something should arise, we might need a little conversation 
with both of you. 

Mr. Lourtg. I am at your disposal. 

Mr. Harpy. I appreciate it and the committee will stand adjourned 
to reconvene in this room at 2 o’clock. 

(Whereupon, at 12:30 p. m., the subcommittee adjourned to recon- 
vene at 2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Harpy. The subcommittee will come to order. 
We are glad to have Mr. Elmendorf, of Heller Associates with us 
this afternoon. 
Mr. Harpy. If you will identify yourself for the reporter and then 
give the committee the benefit of your personal history background 
we will appreciate it. 
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STATEMENT OF F. L. ELMENDORF, SENIOR VICE PRESIDENT, 
ROBERT HELLER & ASSOCIATES 


Mr, Etmenporr. I am senior vice president of Robert Heller & 
Associates. I too was raised in Indianapolis, Ind., by coincidence. 
It has been a long time since I have been there but those are the facts. 

I have been with my firm for going on 22 years, now, so that I sub- 
mit that I have a fairly long al comprehensive background of work 
in this field. My activities have been both in industry and govern- 
ment. I should say primarily in industry, but in an important way 
in government. 

You want to know a little about our firm, too ? 

Mr. Harpy. We would, yes, sir. 

Mr. Eximenporr. Our firm is about 30 years old. Our practice is 
probably one of the largest in the country. These professional organ- 
izations or so-called professional organizations such as we belong to, 
you never know quite what their total revenue is, but we think we are 
one of the largest. 

We have about 60 partners. Our work is primarily of an industrial 
character. Let’s say roughly 10 or 11 percent in Government over 
the last few years. We operate from coast to coast. Our offices are 
in Cleveland, Ohio, and we have but one such office, for good reasons. 
I would think I would not be immodest if I said that we number 
among our clients a good many of the blue-chip organizations of the 
country. 

Mr. Harpy. Now as a matter of fact, Mr. Elmendorf, don’t let your 
modesty bother you here while you are before this committee, because 
the members of the committee aren’t too modest either and if you 
want to go further, go right ahead. Feel perfectly free to do so. 

Mr. ExmenporF. Thank you, sir. 

I believe that, in a thumb nail, gives the size and scope of our 
firm and its activities. 

Mr. Meapor. Mr. Chairman, might I ask Mr. Elmendorf to develop 
his own background, whether it is in accounting or engineering, 
government or what it may be. 

Mr. E:menporr. My background was entirely of a commercial na- 
ture, Mr. Meader. By that I mean sales, distribution, and things which 
are related to the marketing of goods. That happened so long ago 
and I have been in this business so long that I don’t count myself in 
that group any longer. It happens to be one of the characteristics of 
our type of business that you get into everything before you get 
through. 

Mr. Meaper. Did you ever go to Harvard Business School ? 

Mr. Evmenporr. No. 

Mr. Meaper. Most of these State Department people the other day 
wound up in Harvard Business School, as I recollect. 

Mr. Harpy. Perhaps Mr. Elmendorf didn’t find that necessary. 

Because of Mr. Elmendorf’s modesty—I assume this is accurate, it 
Was put in the record this morning—I think maybe in order to give a 
little broader picture of the scope of his firm—and I would call them 
professionals, in spite of the hedging that Mr. Elmendorf did there 
awhile ago, but according to State Department circular dated August 
7, 1953, No. 48, this firm has a background of assignment to the United 
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States Steel Corp., Baltimore & Ohio Railroad, Trans-World Air 
Lines, International Harvester Co., Continental Can Co., Pullman Co., 
B. F. Goodrich Co., American Express Co., Westinghouse Electric 
Corp. 

I think that is a rather impressive group of clients. 

Mr. Evtmenporr. Thank you, sir. 

Mr. Brownson. I just wondered if Mr. Elmendorf would give us 
some indication of how long they have been working for government, 
both the United States Government, State governments and municipal 
governments, and a little idea of that phase of their operations. 

Mr. Etmenporr. Bob Heller, who as you know is the president of 
our firm has, ever since college days, had a great interest in govern- 
ment and as a matter of public service, without any fanfare about it, 
we have helped a great deal in various ways in various government 
departments, but to be specific, I should say that the thing you are 
interested in, Mr. Brownson, is that in 1945, as a publie service, Bob 
Heller was responsible for the preparation of a report entitled 
“Strengthening the Congress” which was under the auspices of the 
National Planning Association, which gave us our first work in Wash- 
ington. That saw a large number of recommendations incorporated 
into the LaFollette-Monroney Act of 1946. Bob Heller served as the 
chairman of the National Committee for Strengthening Congress 
from 1947 to 1952. 

As to professional assignments I think you would be interested to 
know that the first was the Hoover Commission—the first Hoover 
Commission—in which we constituted the task force for the Post 
Office Department. That was during 1948, as I recollect, or maybe 
that started in 1947. I happened to be the task force chief on that 
assignment. 

Since then we have worked for the Department of the Air Force, 
the Defense Department, and the Post Office Department on a second 
assignment, and other more current work, such as the State Depart- 
ment here in Washington. 

Mr. Brownson. Do you work for the Department of Defense ? 

Mr. Etmenporr. We were with the Department of Defense for 2 
years, from the fall of 1949 to the fall of 1951. 

Mr. Harpy. Do you have a White House contract now ? 

Mr. Eimenporr. We have a White House contract now, technically, 
but our work is about done. 

Mr. Harpy. You are all finished ? 

Mr. Eimenporr. We are tying up the tail end of it. 

Mr. Mountatrn. Mr. Elmendorf, will you describe the events as you 
knew them leading up to the employment of your firm by the Depart- 
ment of State ? 

Mr. Evmenporr. Early in the year of 1953, after, as I recall it, Mr. 
Lourie had become Under Secretary of State for Administration, he 
asked us if we would be good enough to look at his activities over there 
to see if we could be of some help. At that particular moment it was 
impossible for us to do anything because of the burden of other work 
on us, and again reconstructing from memory, it was probably in May 
some time when we were again invited to see whether we could be of 
service to the Department of State. We followed that invitation by 
doing our usual preliminary work and then making our proposals, 
which I learned late this morning you are familiar with, 
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Mr. Mounratrn. There was a question raised this morning about the 
fact that your June 2 letter and your June 9 letter proposed the 
came set of tasks for different periods of time and for different 
amounts of money. Can you clarify that for us? 

Mr. Exmenporr. Well, I think a management contract is a little 
different from other types of contracts. In other words—I may not 
say this well but we don’t contract to deliver 1,000 fence posts. What 
we do is to set forth an agreement for work. It is perhaps not a good 
analogy but one that would be clarifying to your thinking, it is some- 
what like the legal profession. That is you contract to do work. That 
was the essence of this contract. It is similar to many that we have in 
industry and our objectives, even though the areas in these two letters, 
as I heard somebody say this morning, appeared to be the same thing. 

Hach of those areas is of considerable magnitude. Our function 
was to work in each area and to go as far as the Department of State 
wanted us to. 

Mr. Mountarn. Did you regard those as specific projects or descrip- 
tions of the areas of your competence ? 

Mr. Eitmenporr. We regarded them as areas in which we were to 
work in which projects would be developed. 

Mr. Harpy. If [ have gotten myself a doctor and I have a particu- 
lar ailment, I would hate to go through a particular phase of examina- 
tion and have him tell me that he would diagnose my case for so much 
money and then tell me again he would diagnose it under the same set 
of circumstances for so much more money. I would be wondering 
whether or not there would be any difference in his performances or 
whether he was trying to see how much I was able to pay. 

Mr. Etmenporr. Let me be sure I understand that, sir. 

Mr. Harpy. You start out with 7 tasks in your June 2 letter. You 
have the same 7 tasks in the June 9 letter. One of them was for a 
price of $154,000 and the other was for $53,000, and, of course, they 
did involve different periods of time. Presumably you would contem- 
plate making a diagnosis of the illness in those tasks and come up with 
a recommendation for a cure. 

Certainly for $154,000 you could do more work, you could spend 
more time, you could get a better gathering of facts, but I am a little 
bit surprised if you are figuring on covering the same territory for 
a lesser figure, realizing that presumably the recommendations would 
have to be made on less conclusive evidence. I wonder whether Robert 
Heller & Associates felt they would be in a position to make recom- 
mendations based on one-third of the evaluation, and could stand 
back of those recommendations. In other words whether, if you are 
going to cover the same territory for $53,000 that you would cover for 
$154,000, you would expect to come up with recommendations that 
you could be pretty sure of, in either case. 

Mr. Eitmenporr. Let me see if I can clarify that for you, sir. 

The 7 points—and I am quite familiar with the fact that they are 
the same 7 points and the same areas of work—if you will regard the 
contract, and also the negotiations for the contract, is concerned with 
areas in which you will take and do work on projects which would be 
assigned to you by client. When you first undertake an assignment 
you don’t go at it completely blind. I should say to you—I don’t 
remember the exact time but we must have spent upwards of a week 
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in the State Department with people—we had some knowledge of it 
before we came in there. We had knowledge of government, and we 
could identify areas in which work should be done. 

We estimated in our letter of June 2, if you please, that to get men 
to work, to get people in motion, that that would be a good way to 
kick-off the job. 

It was determined, of course, that that was a little bit too ambitious 
a program, so we said “all right we still think the seven areas are good 
places in which to work. We know enough about them to know we 
can accomplish something in each of those areas”—and if I may read 
a paragraph of this letter of June 9th, it says: 

At this time it is impossible to forecast the exact manpower and time required 
for such a task but within 45 to 90 days of undertaking the program require- 
ments in this respect should become reasonably clear. One approach there- 
fore would be to agree to a 3-month assignment with an understanding that 
manpower needs would be reviewed at an early date. 

So that we took a long look and then people who have never had 
management engineers working for them before have some difficulty, 
and it is displayed frequently, as to just what they will do and how 
they will do it. It is not an unusual procedure for us to take a short- 
term contract when we know we can accomplish something even in 
the short term. 

Mr. Harpy. This is the thing I have been trying to see whether I 

yas thinking right on or not, the whole thing was that even in the 
beginning when you proposed a $154,000 contract, it didn’t neces- 
sarily mean that you anticipated being able to come up with the com- 
plete answers in any of those areas. 

Mr. Etmenporr. No, sir. 

Mr. Harpy. So on your shorter term contract for your lower fig- 
ure, it was expected when you started that you would probably be in 
a position of having to revise the contract, if you were going to doa 
proper job. 

Mr. Eximenporr. That is right, but I would like to add to that if 
{ may, sir, that in these particular areas here, there is a never-ending 
job. That is true of big industry, too. I can tell you of industrial 
clients we have that we have worked with for 3 or 4 years, we have 
had 6 or 7 extensions on the contract. The first thing is to start off 
your client and give him some guidance and some avenues of work, by 
your concentrated job, to start with. 

Mr. Harpy. By the time you reach a certain period of time in your 
study, the chances are that you have to go back to the changes that 
have been made and bring them up to date. 

Mr. Extmenporr. That is right. We are frequently asked to make 
audits of prior work. 

Mr. Harpy. The one thing that I was trying to establish if it was 
correct was whether or not any of these several steps in a negotiation 
contemplated a conclusive, complete, exhaustive study and analysis 
of any of the 7 steps. 

Mr. Ecmenporr. No, sir. Nor was it—if I may volunteer this 
directed at a report. It was directed at doing work. The report was 
secondary. 

Mr. Harpy. So on the proposal which was presented in the June 
9 letter, for consideration of something over $53,000, it was not 
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your idea that that project would come up with as many suggestions, 
‘as many recommendations, as was contemplated under the original 
$154,000 proposal ? 

Mr. Etmenporr. That is correct, sir. 

Mr. Mountatn. You were the principal negotiator, were you not, 
for Robert Heller & Associates with the Department of State? 

Mr. Etmenporr. That is right. 

Mr. Mountarn. And you personally negotiated the contract and the 
supplemental agreement ? 

Mr. E:menporr. That is correct. 

Mr. Mountain. With whom did you deal in the Department of 
State ? 

Mr. Extmenvorr. Let me amend that. I negotiated the original 
contract, but I only participated in the supplemental agreement. The 
job was going on at that time. Mr. Wright did part of that. 

Mr. Mountain. Who represented the Robert Heller firm in arrang- 
ing the terms and extent of the supplemental agreement? 

Mr. Etmenporr. I did, but I was alone in the first instance. 

Mr. Harpy. That being the case, perhaps you can clear this up for 
us. There was a proposal of June 2 which involved, I believe, a 7- 
month proposal. 

Mr. Etmenporr. Yes. 

Mr. Harpy. That apparently, Mr. Lourie indicated, was a little 
heavier than he wanted to go at the time. So an alternative proposal 
was made on June 9, at a figure of fifty-three-thousand-and-some-odd 
dollars. 

Mr. Etmenporr. Yes. 

Mr. Harpy. Now, actually, according to testimony this morning, 
your people began work on July 13 ? 

Mr. Eimenporr. That is right. 

Mr. Harpy. Upon what basis did they start to work? There must 
have been some reasonable understanding. Were they working on the 
$53,000 contract or what ? 

Mr. Etmenpvorr. They were working on the contract which you have 
called the management survey contract, which is another step in the 
negotiations, you see. 

Mr. Harpy. That was the one that was dated August 19, was it not ? 

Mr. Etmenporr. That was the $88,450. 

Mr. Harpy. That contract was dated August 19 and they began 
work on July 13. Certainly they weren’t working under that contract. 

Mr. Etmenporr. I see what you mean. 

We had an oral commitment for this contract at the time we started 
to work. 

Mr. Harpy. The $53,000 contract ? 

Mr. Eximenporr. The $88,000 contract. It was another step in the 
negotiations. 

Mr. Harpy. That is what I am getting at. 

The committee understands that actually at the time the work 
started on July 13 there had been an oral agreement reached that you 
would be on substantially the $88,000 proposition and it was just a 
matter of working up the details and formalizing it. 

Mr. Etmenvorr. That is all. 

Mr. Mountatn. Was the work at the Department of State carried 
out under your general supervision ? 
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Mr. Etmenpvorr. That is correct. 

Mr. Mountain. You had a principal representative on the job, did 
you not ? 

Mr. Etmenporr. Yes. 

Mr. Mounta1n. What was his name? 

Mr. Etmenporr. Hamilton W. Wright. 

Mr. Mountain. What was his position with your company ? 

Mr. Eximenporr. He is one of our principals, one of the first 3 or 4. 

Mr. Mountain. Day-to-day operations were carried out under Mr, 
Wright, then ? 

Mr. Etmenporr. Yes. 

Mr. Mountarn. Are you familiar with article 5 (a) of your contract 
of August 19, 1953 ? 

Mr. EtmMEnporr. Yes. 

Mr. Mountain. This is the cancellation clause or termination 
article ? 

Mr. Etmenporr. Yes. 

Mr. Mountarn. Did you on March 23, 1954, write a letter to the Sec- 
retary of State suggesting he invoke this clause of the contract ? 

Mr. Eimenporr. I did. 

Mr. Mountatn. Will you explain the circumstances which led you 
to write this letter. 

Mr. Harpy. Suppose you just read it into the record. 

Mr. Eximenporr. It is a letter of March 23, 1954, to the Honorable 
John Foster Dulles, from me. 


My Dear Mr. SEcrETARY: I regret that circumstances make it necessary for 
me to write you this letter concerned with Robert Heller & Associates and its 
working relationship with the Department of State. Heretofore, if such a need 
had arisen, it would have been referred by us to Mr. Donald B. Lourie. This, 
of course, is no. longer possible. 

By way of background, we started our assignment for the Department on July 
13, 1953. Our employment was instigated by the Under Secretary of State for 
Administration who needed assistance in carrying out his program. We were 
first retained for about 414 months, or until November 30. Based upon our per- 
formance this assignment was later extended until May 31, 1954. In associa- 
tion with selected personnel from within the Department, we have constituted 
a task force to concentrate on improvement in administrative affairs. 

To date we have made recommendations substantially implemented which 
could produce, in fiscal year 1954, savings of more than $450,000. The value of 
these economies for the full fiscal year 1955 should not be less than $1 million. 
More important, we are currently giving attention to such matters as strength- 
ening administrative organization, improving relationships with other depart- 
ments of the Government, simplifying the provision of services, promoting better 
financial management, and the development of more effective personnel admin- 
istration. 

In keeping with our understanding with Mr. Lourie, our work has empha- 
sized stimulation of action rather than report writing. Progress has been 
accounted for by frequent oral reports supplemented by periodic written digests 
of accomplishment. It should be noted, however, that at the conclusion of our 
assignment we are presently required by contract to prepare “a summary report 
describing the work undertaken, recommendations approved and installed by 
the Department, and proposals to meet long-range objectives.” 

Since Mr. Lourie’s resignation, particularly during the past 2 weeks, we 
have become conscious of a lessened interest in our activities. We regard this 
as the natural outcome of his departure, but, as consultants, we require active 
direction and sustained sponsorship if we are to be truly productive. It would 
indeed be unfortunate if the situation were allowed to reach a position where 
our productivity was not commensurate with fees charged. Moreover, it would 
be wholly inconsistent with the policies of our firm to accept compensation under 
such conditions. These misgivings prompt me to write you. 
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We have not reached the opinion lightly, but developments seem to suggest an 
orderly conclusion of our assignment for the Department. Perhaps this is not 
the time to press for action for more administrative reforms. Under the terms 
of our contract our work can be terminated at any time with 45 days’ written 
notice by the Department. One of the purposes of this letter is to point out 
that, in light of current conditions, you may find it desirable to exercise your 
prerogative. It is possible that, by agreement, an even more rapid release of some 
members of our staff could be arranged. 

I am hopeful that it will be my privilege to discuss this matter with you. We 
have no desire to conclude our work if you feel we can be helpful to the Depart- 
ment. I can be in Washington and at your disposal any day during the coming 
week of March 29. 

Will you please let me know of your wishes? 

Mr. Mountain. What prompted you to write this letter? 

Mr. Etmenporr. After Mr. Lourie left, we were in the position of 
not having a boss, and not having a boss, we could not perform. Plus 
the fact that it was close to the end of our contract, anyway. This is 
not the first time it has happened to us. If we had had a long contract, 
vou see—that is, if this had a year to run, yet—it might not have hap- 
pened. It could have worked itself out. 

Mr. Harpy. I could more readily understand it if it had any ap- 
preciable period to run but in exercising the 45 days, it terminated the 
contract just 15 days before it would normally have been terminated 
anyway. 

Mr. Etmenporr. We worked it out a little faster than that as a 
practical matter. 

Mr. Harpy. Now, you say you were in the position of not having 
any boss. Do you want the committee to understand, then, that Mr. 
Lourie’s successor did not take too kindly to what Mr. Lourie had 
started in this respect ? 

Mr. Etmenporr. I do not believe you could say that. 

Mr. Harpy. That is the question I am asking you. I am not making 
astatement. Ido not know. 

Mr. Eximenporr. In fact, I think he took a rather healthy view of 
what we were doing, but it was an interim appointment, you see. 

Mr. Harpy. Mr. Lourie’s successor was going to serve out at least 
the remaining period of the contract. You want to leave the impres- 
sion that because it was an interim appointment—who was it, Mr. 
Morton ? 

Mr. Etmenporr. Yes. 

Mr. Harpy. Mr. Morton was pinch-hitting in there. Do you want 
to leave the impression that because Mr. Morton was just going to be in 
this job for a period of time, he was not interested in this work ? 

Mr. Ex.menporr. It is a little more than that, sir. It is not only 
going in there for a short time, but it goes along toward the convictions 
that Mr. Lourie had to do these things. 

Mr. Harpy. Of course, Mr. Morton did not initiate the contract, but 
J wonder, then, if you want to leave the impression that pride of 
authorship of this idea was such with Mr. Lourie as to cause him to 
pursue it and get some good out of it, but since Mr. Morton had not 
originated it, he had no particular interest in pursing it ? 

Mr. Etmenporr. I do not know whether that is what I want to leave 
here or not. 

Mr. Harpy. That is what I am trying to find out. 

Mr. Evmenporr. If you think back to the atmosphere that you are 
working in in a time like this—could I go back just a little bit ? 
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Mr. Harpy. Why, sure. Go back just as far as you need to to get 
this thing clear. 

Mr. E:menporr. You see, the way this started—let’s go back to 
negotiation. You set up certain guidelines in your own mind as to 
what we should do. 

May I read something from this first letter here ? 

Mr. Harpy. Go right ahead. 

Mr. Extmenporr. This letter of June 2 says: 

Suggestions which we make to effect savings and to improve management ac- 
tivities are based upon an assumption that the Department proposes to adopt 
a bold and aggressive attitude toward reaching its objectives in this regard 
Moreover, it is assumed that speed is of extreme importance and that, within 
reasonable limits, a willingness exists to run some calculated risk in curtailing 
expense. 

There was in process under Mr. Lourie’s jurisdiction at that time the 
things that were mentioned this morning, the RIF, the reorganization 
Nos. 7 and 8, as I remember it, and things were being done with a 
great deal of swiftness and an impressiveness. 

We also had—I will not have these right now but we had the direc- 
tive that Mr. Dodge put out. We had a letter that Mr. Eisenhower, 
I think, put out. We had a letter stating a policy that Mr. Dulles put 
out, all of which was to “save and strengthen, save and strengthen.” 

Mr. Meaper. I did not hear that. You were rapping on the table 
so loudly I didn’t hear your words. 

Mr. Exmenvorr. The elements of these letters was to “save money 
and strengthen the organization.” “Save money and strengthen pro- 
cedure.” 

I have not got them here so I cannot read them. 

So you start out with your tail over the dashboard in that fashion. 

Mr. Harpy. What is that again ? 

Mr. Eimenporr. You start out—— 

Mr. Harpy. That is one thing that I can understand. 

Mr. Ei.menporr. You start out with your ears up. 

Mr. Harpy. Then you are starting at the opposite end. 

Mr. Etmenporr. We had the 2-year term with the Under Secre- 
tary for Administration. You had all the things in your favor to get 
things done. All right, transpires 10 months—I am trying to de- 
scribe atmosphere to you. Ten months. <A great deal has been done 
during that 10 months’ period. Interest had lessened in this work that 
we were doing, and I think that Mr. Lourie’s departure, which was 
in March, just underscored that feeling on our part and that his de- 
parture brought us very quickly to the realization that what we had 
better do is finish what we are doing—not start anything new—be- 
cause there was such a short term until the end of our contract. “Let’s 
complete what we have under our belt right now.” 

Mr. Harpy. Just one thing—and before Mr. Brownson gets his 
questions in here, you can reverse this field awfully fast and go from 
one end of the horse to the other. 

One of the things I am having a little difficulty following—you 
said you started into the thing with the idea that there was going to 
be a bold and aggressive attitude. 

Mr. Etmenporr. That is right. 

Mr. Harpy. And I presume Mr. Lourie was going to furnish that 
boldness and that aggressiveness. 
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Mr. Exmenporr. That is right. 

Mr. Harpy. So when Mr. Lourie steps out and Mr. Morton comes 
in, there is a considerable similarity in their background—one special- 
ized in oats and the other in wheat, both of them with long-time ex- 
perience in business. I wonder if you intended to leave the inference 
that Mr. Morton was not inclined to be bold and aggressive. 

Mr. Exrmenporr. It was a tapering-off process, I think. 

Mr. Harpy. A lot of trouble can come when you start tapering off. 
But go ahead, Mr. Brownson. 

Mr. Brownson. I wonder if it might not be well to have in the 
record, Mr. Elmendorf, whether or not you had any prior knowledge 
that Mr. Lourie was leaving, and if so, how much. 

Mr. Eimenporr. We knew Mr. Lourie was leaving. I was trying to 
think this morning. I do not believe we knew the exact date that he 
was leaving, but 1 would say we knew in March that it was his desire 
to go back to industry. 

Mr. Brownson. As a matter of fact, he had already left in March— 
March 1, as I understand. 

Mr. Exmenporr. I mean in February. 

Mr. Brownson. When you talked to Mr. Lourie originally in devel- 
oping this verbal understanding which led to the contract, did you have 
any idea how long Mr. Lourie was going to remain? 

Mr. E:tmenporr. I do not believe the subject came up. 

Mr. Brownson. You knew he was a comparatively temporary em- 
ployee. 

Mr. Etmenporr. We knew he had 2 years at the most. 

Mr. Harpy. Any questions of the committee? Mr. Meader 

Mr. Meaper. I am not completely clear on this reason for suggesting 
the termination of your services. I had the impression originally— 
and if it is not correct I wish you would clear it up—that within the 
Department of State there was some resistance to the reforms that 
you were recommending and that you championed, and the man who 
held the power was Mr. Lourie, and the minute he disappeared, this 
resistance just took over and you felt you were not making any 
progress. 

Mr. Eitmenvorr. May I speak of resistance, first. That is present 
every place we go. We have “beauts” in industry as well as in Govern- 
ment. We will never win a popularity contest with the kind of work 
we do—with a few people. am not denying the fact that there was 
any resistance. I do not think there was any more resistance after 
Mr. Lourie left than before. Except that you need a sparkplug in an 
crganization and we did not have a sparkplug. That will apply to 
industrial organizations just as well. Ordinarily, we work for the 
president of an industrial corporation. If the office of president 
changes, it is quite possible that the new president will not think 
what we are doing is valuable to him at all. He is a new broom. He 
wants to sweep clean. He wants to do it all by himself. So that this 
thing can prevail in industry just as well as in Government. This 
happens to be the first time it ever happened in Government, as far 
as we are concerned. With rare frequency it happens in industry to 
all people in our profession. 

Mr. Meaper. In other words, you would like our record to show that 
the frustration you experiencved—if it is proper to call it frustration— 
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in the State Department, was not dissimilar from that you have 
experienced in private industry ? 

Mr. E._menporr. I would like for the record to show that, yes. 

Mr. Reuss. Mr. Elmendorf, you had known Mr. Lourie for some 
time prior to entering into this contract with the Department ? 

Mr. E_menporr. No, I never knew Mr. Lourie until we started talk- 
ing about this State Department contract. 

Mr. Reuss. That was in the spring of 1953? 

Mr. Exmenporr. Yes. 

Mr. Reuss. You identified this contract in your mind with the physi- 
cal presence in the State Department of Mr. Lourie, did you not? 

Mr. E_menporr. Of an Under Secretary of State for Administra- 
tion, who happened to be Mr. Lourie. 

Mr. Reuss. Did you inquire of Mr. Lourie during the negotiations 
of this contract, or thereafter, about his intentions with respect to 
staying in the State Department as Under Secretary for Adminis- 
tration ? 

Mr. Evmenporr. To answer the first part of your question, as I said 
earlier, I do not think that subject came up when we were negotiating. 
We went ahead on the assumption that he would be there during our 
whole period. After Mr. Lourie reached the conclusion that he wanted 
to leave—I cannot speak for him, of eee I think we learned of 
it and knew of it then. When that w s, I cannot say. 

Mr. Reuss. This contract was the sabjeut of a so-called supplemen- 
tal agreement entered into on November 30, 1953, was it not ¢ 

Mr. Etmenporr. Yes. 

Mr. Reuss. At that time, did you inquire as to how long Mr. Lourie 
was going to stay around the Department ? 

Mr. E_menporr. I do not recall that we did, and I do not know that 
there was any conversation about it at that time. 

Mr. Reuss. Had you known at the time this contract was entered 
into that Mr. Lourie was not going to be around for its conclusion, as 
extended; if so, would you have thought it made sense to enter into 
the contract ? 

Mr. E_menporr. At the initial time, yes, because it was not Mr. 
Lourie, so much, but that we had the Under Secretary of State for 
Administration and we had this purpose that was set forth, for us. 

I do not want to leave the impression with you, sir, that Mr. Lourie 
was the keynote in here. It was the Under Secretary of Administra- 
tion. 

I think we would have been disappointed had we learned he was 
to leave, as we were when we found out. 

Mr. Reuss. I want you to start disabusing me quickly because I was 
under the impression ‘that Mr. Lourie was the keynote and I am now 
to understand that 

Mr. Exvmenporr. Mr. Lourie was the keynote because he was there. 
What I am trying to say to you is that, because there was an Under 
Secretary of State for Administration with a 2-year term, in order 
to do the job that we were to assist with and to help with 

Mr. Harpy. If the gentleman will yield right there, Mr. Lourie 
stated he came to Washington with the idea of staying there not more 
than 1 year, or a little more than 1 year. Was that your recollection 
at the time? 

Mr. Ev_menporr. I heard him say it this morning. 
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Mr. Reuss. Was that your recollection ? 

Mr. Evmenporr. I had heard that before but not during the time you 
are talking about, Mr. Reuss. 

Mr. Revs. Unless I am mistaken, the law setting up the office of 
the Under Secretary of State for Administration, Public Law 2, of the 
83d Congress, created that position to last through December 31, 1954, 
or 2 years, short 2 or 3 months, is that correct ? 

Mr. Exvmenporr. Yes. 

Mr. Reuss. Where did you get the idea in March 1954, that that 
office had disappeared into thin air? 

Mr. Etmenporr. Well, we saw no evidence of another Under Secre- 
tary of State coming along, another Under Secretary of State for 
Administration who was in harmony with this idea. 

Mr. Reuss. The resignation was mentioned March 4, 1954, and was 
first mentioned publicly by anyone on March 1, 1954. Yet, on March 
93, if I have my dates right, your firm wrote the Department, saying, 
“Look, this beautiful dream is at an end.” 

Mr. Etmenporr. Give us 3 weeks for soul-searching, will you 
please ? 

Mr. Reuss. I would like to give you much more, because it seems to 
me that was a very short time to conclude that the Department did not 
wish to carry out the power that the Congress had given it. 

Mr. Garmatz. Will you yield there for a moment? ? Did you speak 
of lack of interest, the lack of a sparkplug or lack of finances that 

caused you to terminate this contract ? 

Mr. Exmenporr. The lack of a sparkplug, the diminished interest, 
and I do not know anything about the money. 

Mr. Garmatz. I have no further questions. 

Mr. Brownson. I would like to ask one question: In this period of 
time what convinced you that although we now had an Under Secre- 
tary of State acting temporarily in the person of Thurston Morton, 
that you had completely lost the sparkplug in this program which 
you had formerly under Mr. Lourie? 

Mr. Etmenporr. Mr. Lourie was devoting all his time on this work. 
He was concentrating on it and had singleness of purpose, whereas 
Mr. Morton had many y other things to do. 

Mr. Brownson. Did Mr. Morton say anything to you at any time 
that led you to conclude he did not have the same interest in the pro- 
gram that Mr. Lourie had possessed ? 

Mr. EtmMenporr. No, sir. 

Mr. Harpy. Mr. Blatnik 

Mr. Buiatntk. I am puzzled by the sudden shift of atmosphere. [ 
have not enough background to understand what caused this sudden 
lassitude or lack of interest. Here you have a survey that has been 
rolling right along for a period of, let’s say, 6, 7 or 8 months. You 
are approaching now the home stretch, and you are required under 
the terms of your contract to prepare, as you say in your letter of 
March 23 to the Secretary of State, you are required to prepare a 
summary report desc ribing the work undertaken ; to make recommen- 
dations to be installed by the Department and recommend long-range 
objectives. What happened that this whole thing was dropped ? 

Mr. Etmenporr. I think your conclusion is correct, there, in a sense. 
We were in the final lap. We had certain projects under our belt, cer- 





54 ADMINISTRATION OF OVERSEAS PERSONNEL 


tain ones that were about to be concluded, and part of this thinking, as 
I believe I mentioned before, is that the circumstances did not seem 
to lend themselves to starting new work. 

On the other hand, in the particular field, if I recollect correctly, 
of personnel, there were certain things they wanted us to do and 
complete. There is a little bit of arithmetic in here in the sense that 
we are matching up men with work, and that it might be advisable— 
and the tone of this letter to the Secretary of State is one of “let’s 
talk about it.” And it might be advisable to conclude what we were 
doing. Which we did. We did not leave anything undone, but we 
were not to undertake any new things. 

Mr. Buatnix. I have more questions but I understand counsel is 
going to continue and I do not want to break up the continuity. [ will 
yield to counsel. 

Mr. Mounrarn. Mr. Elmendorf, is it not true that you had very 
little resistance to your recommendations under the first contract, cov- 
ering the period July 13, to November 30, 1953 ? 

Mr. Eximenporr. I would have to make an audit to answer that 
question. 

Mr. Mountain. Let me rephrase it: There was still strong interest 
in your work as of November 30, 1953, when the supplemental agree- 
ment extending your contract for 6 months came about ? 

Mr. E.menporr. That was based on our past performance and a 
desire to continue. 

Mr. Mounrarn. Is it not true it was shortly after this time that you 
began to note lessened interest in your work, as you got into the phases 
of the work covered by the supplemental agreement ? 

Mr. E:menporr. Well, if I could think of the projects we started 
at that time, I might relate them to that. If I may give you a general 
answer, I would say that that probably might be right. 

Mr. Mountarn. As to that, it was not a sudden decision, as of the 
23d of March, to suggest cancellation of the contract, but there had 
been a growing conviction on the part of your people and yourself 
that there was a lessened interest on the part of the Department in 
your work? 

Mr. Eimenvorr. It was the first time we had thought about canceling 
the contract. 

Mr. Mountarn. You were, however, aware of a lessened interest in 
your work prior to that date ? 

Mr. Etmenporr. We sensed it, yes. 

Mr. Harpy. Did that idea actually originate with you and your 
associates or did you get some suggestion from the Department that 
maybe that would be a desirable thing to do? 

Mr. Eimenporr. It was wholly independent on our part. 

Mr. Mounrarn. Is it not true that on March 22, 1954, your job 
foreman, Hamilton Wright, had been instructed in writing by Mr. 
Thruston B. Morton, Acting Under Secretary of State for Adminis- 
tration, to report your firm’s recommendations on personnel manage 
ment and organization to Mr. Saltzman, of the Wriston Committee. 

Mr. Ex.menporr. I do not know the date but something of that sort 
occurred during that time. 

Mr. Mountain. May we introduce into the record at this point, Mr. 
Chairman, the letter from Mr. Morton to Mr. Wright, instructing him 
to report to Mr. Saltzman ? 
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Mr. Harpy. Without objection that will be included. 
(The letter referred to follows :) 


DEPARTMENT OF STATE, 
Deputy UNDER SECRETARY, 
March 22, 1954. 
To: Mr. Hamilton W. Wright—A. 
From: Mr. Thruston B. Morton—O. 


Would you please get together with Mr. Saltzman and give him any of your 
recommendations on personnel management and organization in which he is 
interested. I believe you should explain to Mr. Saltzman that you and I have not 
had a chance to have any conclusive discussions on this subject but plan to do so 
within the next week. 

Mr. Mountain. Under your contract with State, was it not normal 
practice for your recommendations to be submitted to the Under Sec- 
retary of State for Administration ¢ 

Mr. Etmenporr. Yes. 

Mr. Mountain. The Under Secretary of State for Administration 
for his action ¢ 

Mr. EtMEnporr. Yes. 

Mr. Mountarn. You did not as a normal practice include your 
recommendations in someone else’ study, as a normal practice # 

Mr. Etmenporr. That is correct, yes. 

Mr. Mounratn. In this instance, however, you were directed to sub- 
mit your recommendations on personnel to a representative for the 
Wriston Committee ? 

Mr. Etmenporr. I do not recall that it was phased that way. 

Mr. Mounrarn. Shall I read it? 

Mr. Harpy. Read it. It is brief. 

Mr. Mountain. The text of the letter which has been included in 
the record, from Mr. Morton to Mr. Wright 

Mr. Meaper. What was the date of that again ? 

Mr. Mountain. March 22,1954. The text reads: 

Would you please get together with Mr. Saltzman and give him any of your 
recommendations on personnel management and organization in which he is 
interested? I belive you should explain to Mr. Saltzman that you and I have 
not had a chance to have any conclusive discussion on this subject but plan 
to do so within the next week. 

Mr. Etmenporr. Yes? 

Mr. Harpy. That does not necessarily indicate there is any real 
change of reporting. Mr. Saltzman at that time was very active on 
the Wriston Committee, I believe. 

Mr. Eitmenporr. That is right. He wanted to know what we were 
thinking about. | 

Mr. Mountain. However, it was the next day after this letter was 
written to Mr. Wright, that you wrote the Secretary of State asking 
for the cancellation of the contract. 

Mr. Eitmenporr. Just coincidence. No relationship, at all. 

Mr. Brownson. Do you have the date that Mr. Saltzman became 
an official of the Department and what his appointment was, just to 
complete the chronology ? 

Mr. Mountarn. It is June 29, 1954, and he became Under Secretary 
of State for Administration, the first full appointee after Mr. Lourie’s 
departure. 

Mr. Brownson. Thank you. 
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Mr. Mountain. What reply did you receive from the Secretary of 
State to your letter of March 23, 1954? 

Mr. Etmenporr. Do you want me to read it ? 

Mr. Mountatn. Would you, please ¢ 

Mr. Etmenporr. It says: 

DEAR Mr. ELMENDORF : Thank you for your frank letter of March 23. Mr. Lourie 
and other officers of the Department have kept me informed of your work here. 
I am aware of the fact that some of our suggestions have resulted in substantia! 
savings. 

In at of the fact that changes are being made in the organization as a result 
of Mr. Lourie’s departure, I think it might be well that we consider together an 
orderly conclusion of your assignment here in the Department. 

Mr. Thruston B. Morton is at present the Acting Deputy Under Secretary for 
Administration. He will be glad to discuss this matter with you on either 
Tuesday or Wednesday of next week. 

Mr. Harpy. That is pretty fast action. 

Mr. Brownson. I would like to ask if there is anybody here who is 
familiar with the operating procedures of the Department. I notice 
that down at the bottom of this letter in the place where there is pro- 
vision for identifying the person who dictated and signed the letter, 
this letter has an “H” and then a colon and “T. B. Morton” and then 
another colon and then “hm.” I just wondered if that meant that that 
letter was prepared by Thruston Morton ¢ 


STATEMENT OF JOHN LEAHY, CONGRESSIONAL LIAISON OFFICER, 
DEPARTMENT OF STATE 


Mr. Leany. “H” is the symbol in the Department that stands for 
the Office of Congressional Relations. Mr. Morton is the Assistant 
Secretary for Congressional Relations, and anything coming out of 
that office is prefixed with the letter H so the letter H stands for the 
office. “TBM” means Thruston B. Morton is the one who dictated 
it and the following letters are those of the stenographer who trans- 
scribed it. 

Mr. Mountain. Did you meet with Mr. Morton ? 

Mr. Eimenporr. Yes. 

Mr. Mounrarn. On what date? 

Mr. Eximenporr. I was just trying to figure it out. I think it was 
the next Tuesday. 

Mr. Mountarn. Can you check that date for us, Mr. Elmendorf, 
from your file ? 

Mr. Etmenporr. I have not got that here. 

We saw him the day before this, so this would be March 30. 

Mr. Mountarn. On that date you jointly agreed to cancellation of 
the contract ? 

Mr. Etmenporr. That is right. 

Mr. Mountarn. And this cancellation was made formal by a letter 
of March 31, 1954, from the Acting Under Secretary of State for 
Administration, Mr. Morton, to Mr. Heller ? 

Mr. Etmenporr. Yes. 

Mr. Mountain. Mr. Chairman, I ask permission to include that 
in the record at this point. 

Mr. Harpy. Without objection it is so ordered. 
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(The document referred to follows :) 


(Delivered by E. D. Sohm to Mr. Wright on March 31, 1954 and accepted by Mr. 
Wright on behalf of Robert Heller & Associates on this date.) 
Marcu 381, 1954. 


Mr. RosBert HELLER, 
Union Commerce Building, 
Cleveland, Ohio. 


Dear Mr. Hetxer: In accordance with article 5 of our original agreement with 
you dated August 19, 1953, as extended by supplemental agreement dated Novem- 
ber 30, 1953, I hereby serve notice of our desire to terminate this contract effective 
45 days from the date of the receipt of this letter. In accordance with my con- 
versation with Mr. Frank L. Elmendorf and Mr. Hamilton W. Wright, I under- 
stand that your current work and the preparation of your report will be com- 
pleted as rapidly as possible. This, I believe, will result in a saving in the pay- 
ment due you for the remainder of the contract. 

I appreciate the cooperative spirit which Mr. Elmendorf and Mr. Wright dis- 
played at our meeting today. The assistance of your management engineers has 
been most helpful in our meeting some of the problems which we have and the 
need to make certain financial savings in our operational facilities. 

Sincerely yours, 
THRUSTON B. Morton, Acting. 

Mr. Mountain. What was the effective date of termination of your 
contract, originally ? 

Mr. Eitmenporr. May 31. 

Mr. Mountain. What was the date of consummation, under this 
March 31 agreement, of cancellation ? 

Mr. Etmenporr. May 15. At least, that is the date of the report. 
I think that worked out that way. 

Mr. Mounrarn. In other words, it moved the termination of your 
contract up about 15 days ? 

Mr. EitmMenporr. Yes. 

Mr. Mountarn. Can you tell us the savings that resulted because of 
the difference in cost for those 15 days? 

Mr. Etmenporr. It wasa little more than the 15 days. By arrange- 
ment, we dropped some folks before the actual—we did not keep the 
whole crew on for the 45 days. We phased out, as we could. 

“Amount not billed.” Is that what you want ? 

Mr. Mountarn. Yes. 

Mr. Etmenporr. $14,750. 

Mr. Harpy. Now, to get the total amount paid by the State Depart- 
ment for the work performed by Heller & Associates, we will subtract 
that from the total contract amount ? 

Mr. EtmMenporr. Yes. 

I have it here if you want it, the total amount. 

Mr. Harpy. Give it to us, if you have it. 

Mr. ELMENDORF. The total amount billed for the work was $230,150. 

Mr. Harpy. Did you get paid? 

: oie: 

Mr. Etmenporr. Yes, indeed. 

Mr. Harpy. Did you ask them what the source of the funds was? 

Mr. Etmenporr. No, sir. 

_ Mr. Harpy. Do you mean in the course of your study, you did not 
include the task of determining where they were going to get the 
funds? 

Mr. Etmenporr. No. sir. 
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Mr. Harpy. And you did not determine whether or not these funds 
were properly budgeted and there might be some defects in their 
budgeting procedures. 

Mr. Etmenporr. It never occurred to us. 

Mr. Mountatn. To sum up this correspondence from March 23 to 
March 31, you wrote the Secretary asking him either to give you the 
backing you needed to carry on, or to cancel the contract, is that right? 

Mr. Evmenporr. [f I could paraphrase that. We wrote the Secre- 
tary and reminded him of the prerogative that he had. We suggested 
that he exercise that prerogative if he felt it was the proper thing to 
do, but that we would like to talk to him about it. 

We have no desire to conclude our work if you feel we could be helpful to the 
Department. 

Mr. Mountain. That was a suggestion that he continue the con- 
tract if interested ? 

Mr. Harpy. I think that is clear enough. We can draw our own 
conclusions from that. I think I would buy that conclusion. 

If you think our work is satisfactory and want to keep on and give 
us a little help, fine. Otherwise, we think you ought to cancel it. 

Mr. Brownson. In other words, were you asking for a vote of con- 
fidence ? 

Mr. Etmenporr. That is a good way to put it, Mr. Brownson. 

Mr. Mountatn. Who were your staff people on the job ? 

Mr. Etmenporr. Do you mean you would like the names? 

Mr. Mountarn. If you please. 

Mr. Exmenporr. You have Hamilton W. Wright, who was the 
principal. 

In alphabetical order, Warren W. Ames, Peter F. Annable, Jeffer- 
son W. Asher, Richard D. Fell, and Hamilton Washburne Wright. 

They were not all there for the whole period. There was a phasing 
in and phasing out. 

Mr. Mountary. Mr. Wright was there all the time? 

Mr. Etmenporr. Yes. 

Mr. Mountain. Under your contract, did you examine the Depart- 
ment’s operations outside the continental limits of the United States? 

Mr. Ei_menporr. To an extent, yes. 

Mr. Mountain. Which member of your staff carried out this part 
of the work ? 

Mr. Exmenporr. I did part of it, and Asher did part of it, and 
Annable did part of it. 

Mr. Mounrarn. Will you describe for us the nature of this project 
and what posts outside the continental limits of the United States were 
visited ? 

Mr. Harpy. I think maybe since this was—do I understand that Mr. 
Annable and Mr. Asher, in addition to yourself, did some of the work 
outside the continental United States ? 

Mr. Evtmenporr. Yes. 

Mr. Harpy. Were the three of you working together, or were you 
separated, in separate countries ? 

Mr. Eitmenporr. Both ways. 

Mr. Harpy. I was just thinking, I believe that we are going to have 
the others here to testify. 
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Mr. Mountatn. Mr. Asher will testify. 

Mr. Harpy. I believe it would be better if Mr. Elmendorf would 
confine his comments on this particular phase to his own activities. 

Specifically, what countries did you contact ? 

Mr. Etmenvorr. Canada. I went to Ottawa. Mexico City, and a 
consulate at Vera Cruz. Guatemala City, and Tegucigalpa, Honduras. 

Mr. Harpy. Now, can you give the committee a list of the people 
with whom you conferred in these individual cities ? 

Mr. Exvmenporr. I talked primarily to administrative people, of 
course. I always paid my respects to the ambassador, where there was 
one. There wasn’t one in Guatemala when I was there. 

Mr. Harpy. Is your recollection pretty good about these particular 
contacts ? 

Mr. Etmenporr. With the principals, yes. You are asking who I 
talked to. We talked to everybody on the administrative side. I can 
recall who the head man was. 

Mr. Harpy. We will get a little more specific. Actually, we are 
talking now in terms of certain field notes that you made in connection 
with your trip, you and other members of your staff. 

We requested that these field notes be supplied to the committee. 
I presume you recall a telephone conversation that you and I had in 
which I offered to send you a subpena in order to avoid any possible 
conflict with the Department of State ? 

Mr. Etmenporr. That was the first day. 

Mr. Harpy. That is correct. 

Do you recall that on the day after that telephone conversation 
you called me and assured me of complete cooperation and that of your 
staff people, in order that they could assist our committee staff ? 

Mr. Etmenporr. Yes. 

Mr. Harpy. My recollection is—it is not particularly pertinent but 
my recollection is that again I repeated the offer to supply a subpena 
if it was going to embarrass you in any manner with the State Depart- 
ment to furnish us with information. 

Mr. Etmenporr. Yes. 

Mr. Harpy. I want to express appreciation for the kind of coopera- 
tion which the committee did receive—the staff did receive—but spe- 
cifically we requested 10 items of documents, including certain field 
notes. Is it correct that you expressed the feeling that we should 
secure as many of those documents as we could from the State De- 
partment ? 

Mr. Etmenporr. That is right. 

Mr. Harpy. Did you indicate that those we could not secure from 
the State Department, you would furnish ? 

_ Mr. Etmenporr. I suggested that those you could not get from the 
State Department that in view of the fact that they were our client, 
that they instruct us to deliver them to you. 

Mr. Harpy. Perhaps there is a slight difference in the manner in 
which we are approaching this matter. But you were perfectly well 
aware that the committee was ready and willing to use a subpena to 
assure the production of individuals or documents that you had and 
that we needed if this were necessary, isn’t that correct ? 

Mr. Eitmenporr. That is right. 
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Mr. Harpy. And subsequently you were requested to furnish us 
with three sets of documents because the State Department did not 
havethem. Do you recall that ? 

Mr. Eitmenporr. Yes. 

Mr. Harpy. And instead of furnishing them to us, you furnished 
them to the State Department, is that correct ? 

Mr. Ecmenporr. That is right. 

Mr. Harpy. I do not know whether you have been advised that the 
State Department subsequently furnished us two of those documents 
and declined to furnish the other. In effect, by sending those docu- 
ments which we had requested of you to the State Department, you 
took a means, in collaboration with the State Department, of prevent- 
ing us from getting those documents. 

Mr. Exaenporr. W ell, I can hardly say that it was in collabora- 
tion with the State Depar tment. We had demands upon us from the 
State Department because of our fiduciary relationship, to give them 
the documents. 

Mr. Harpy. Did those documents belong to you or the State 
Department ? 

Mr. Exmenporr. They belong to the State Department if they 
wanted them. 

Mr. Harpy. Well, now, you wrote the State Department a letter 
dated May 15, 1954, transmitting the final report—and I read one 
paragraph: 

All working papers and other material owned by the Government and utilized 
in our work have been returned to the Department. 

So the minute we asked you for these field notes, they suddenly be- 
came the property of the State Department. 

Mr. Etmenporr. Excuse me. I am trying to find that letter. That 
must be March 15. 

Mr. Harpy. This is the letter of May 15 transmitting your final re- 
port to the Department of State. Signed by Mr. Hamilton W. Wright. 

Mr. Exmenporr. Oh, that is last year. I apparently do not have 
that one. 

And he said in that letter, what ? 

Mr. Hanpy. [reading]: 

All working papers and other material owned by the Government and utilized 
in our work have been returned to the Department. 

Mr. Etmenporr. Yes, that is in our letter of transmittal of the 
report. Iam trying to identify it. 

And that is true. As we work, we accumulate an awful lot of stuff 
that belongs to the client. In industry, and in Government, and it is 
our customary practice that everything which they own, or that 
originated from their files, or which they supplied us as information 
out of their own records, that those automatically go back to the client, 
regardless of what client. 

Mr. Harpy. So you did not consider that these field notes were the 
property of the Department of State / 

Mr. E:menporr. That is right. I did not think they were any- 
body’s property but ours. 

Mr. Harpy. I am inclined to agree with you. But I wonder how in 
the world you suddenly decided they became the property of the De- 
partment of State. 
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Mr. Ermenvorr. Because the Department of State pointed out to us 
the fiduciary relationship between us and the State Department was 
such that they should have all of our papers. a 
Lished Mr. Harpy. Where did you find any fiduciary relationship, is that 
spelled out 
Mr. Etmenporr. I do not know where they found it out. It was 





at the pointed out to us. 
ments Mr. Harpy. Well, now, did they convince you of that ¢ 
docu- Mr. Etmenporr. Yes, sir. it 
t, you Mr. Harpy. What was the basis of that conviction? 
event- Mr. Etmenvorr. Do you mean you want the historical 
Mr. Harpy. I want to know anything that proved to you that this 
ibora- stuff belonged to them because of a peculiar fiduciary relationship 
m the which existed. I would like to have a little legal interpretation on 
them that, to a country boy. 
Mr. Etmenporr. Well, I am no lawyer, either. 
State Mr. Harpy. Well, then, you and I are even on that, and thank God 
for it. 
- they Mr. Etmenporr. Let me give you some dates. _ 
1 On April 13, we received a demand from the State Department for 
letter all of our papers from Mr. Henderson. 
d one ~On April 15, I wrote Mr. Henderson a letter and I requested assur- 


ances of him if that were the case that the documents would be re- 
turned to us when we needed them, and would have access for it, I 


— wanted to know the reason for it and that the field notes would only 
be delivered under seal. 
ly be- Mr. Harpy. Did he give you assurances that they would be re- 
; turned to you when you needed them? 
Phat Mr. Etmenporr. Let me go on. 
Mr. Harpy. Did he? 
nal re- Mr. Etmenporr. Not in writing. 
right. On April 21, there was a wire that we received from Mr. Henderson. 
| have And it says, in part: 
We understand this and it will be given due consideration— 
that is the confidential nature, see ?— 
utilized will be given due consideration in our custody and handling of these materials 
» which we again ask be delivered to us promptly. 
of the I still was not satisfied. I was not in Washington. 
In consequence, I asked our lawyers here in town to go over and see 
f stuff Mr. Phleger, and at that conference with Mr. Phleger it was made clear 
d it is that this fiduciary duty that we had to the State Department should 
r that be recognized and the materials sent to them. 
nation Mr. Harpy. What kind of shape are you going to be in if I issue a 
client, [— subpena now that you produce those things for the witness? 
Mr. Exatenporr, I would be in bad shape. 
sre the | Mr. Harpy. What you have done, you have deliberately put these 
things in the hands of the State Department in a manner to prevent 
y any- us from getting them, on the theory that they were State Department 
| documents, because they have a fiduciary relationship which, how in 
10W iD the world any reasonable, everyday individual can read into this State 
1e De- Department circular 48, is beyond me, and that is the document which 


makes these notes possible. Is that not correct ¢ 
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Mr. Etmenvorr. Do you mean, how could you read in that that they 
should have 

Mr. Harpy. That they belong to the State Department? 

Mr. Ei.menporr. Yes. 

Mr. Harpy. Now, in effect—and you are fully aware of this— 
the only reason we did not issue a subpena was because you promised 
to furnish us the materials which we could not get from the State 
Department. 

Mr. Etmenporr. May I say something to that point ? 

Mr. Harpy. Go right ahead. 

Mr. E.menpvorr. At that point when I talked to you, Congressman, 
I did not know what you wanted. In fact, I did not know that you 
were going to do more than come out and talk to us, and I said, “Yes, 
we will show you our records.” As soon as we found out that we were 
going to be asked to supply things, it was our duty to our client, as it 
would be to any client, to let them know what was going on. 

Mr. Harpy. That is perfectly all right. I have no objection to your 
advising the State Department. The fact of the matter is this, we 
would have been happy to tell them about it. 

However, while those documents were in your possession they were 
subject to subpena. 

Mr. Eimenporr. That is right. 

Mr. Harpy. Then when you turned them over to the State Depart- 
ment, under some crazy ruling that nobody can understand, except for 
a Philadelphia lawyer to promulgate it, we are unable to get it. 

Mr. Etmenporr. Then you will recall I wrote to you a day or two 
days after Mr. Mountain and Mr. Woods had been out to see us, point- 
ing out, after we found out what the score was, pointing out the con- 
fidential nature of these field notes. 

Mr. Harpy. That is correct. 

Mr. Ex.menporr. I then talked to my client and said, “What do we 
do?” 

Mr. Harpy. That is correct. They were confidential, there is no 
doubt, and there is no argument about that. 

Mr. Ertmenporr. Then these demands started to press us. There 
was a period from April 13 until we delivered these on April 21 when 
we were trying to find out, “What do we do?” 

If I had been deliberate, I would have sent them to them on April 
13, sir. 

Mr. Harpy. That would have been just a little bit more so. 

Mr. Etmenporr. Do you have a copy of that demand ? 

Mr. Harpy. I have copies of lots of stuff, here, but there are lots of 
copies that I have not got that I need. 

Now, as a matter of fact, I do not think you told me you were send- 
ing them down to the Department until after you had done it. 

Mr. Etmenporr. I did say on the thirtieth. 

Mr. Harpy. March 30? 

Mr. Etmenporr. Yes. Did I not say in the letter 

Mr. Harpy. You said: 

With respect to our field notes which are among those things that have been 


requested, all significant findings contained in them are reflected in the manage 
ment survey report. 


Mr. Eitmenporr. Yes. 
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Mr. Harpy (reading) : 


We sincerely believe that as such the notes would offer little additional help to 
the committee : 


Mr. Etmenporr. Yes. ' 
Mr. Harpy. Now, of course, that was your thinking and that was not 


ours. 
Mr. Etmenporr. Yes. 
Mr. Harpy. Of course, the committee sometimes gets a little far- 
fetched, too, but I do not like to have other people making decisions 


for it. 

Now, I wrote to you on April 18 and without objection I am going to 
make this letter a part of the record—I think we had better make your 
letter of March 30, my letter of April 18, and your letter to me of 
April 20, and an additional letter to me of April 22, a part of the 
record, without objection. 

(The letters referred to follow :) 


ROBERT HELLER & ASSOCIATES, INC., 
CLEVELAND, OunI0, March 30, 1955. 
Hon. Porter Harpy, Jr., 
Chairman, International Operations Subcommittees 
of the Committee on Government Operations, 
House Office Building, Washington, D. C. 

My DrEAR CONGRESSMAN: Undoubtedly Messrs. Maurice Mountain and Walton 
Woods have reported to you on their visit to our offices Thursday and Friday of 
last week. As perhaps you know, we succeed in recalling to Cleveland for this 
meeting Mr. Hamilton W. Wright, who was active job head, and 2 of the 4 other 
men who comprised our Department of State staff. I was successful in chang- 
ing my commitments so as to be available most of the time. 

Because of professional considerations, which I mentioned in my telephone 
conversation with you, I talked with Mr. I. W. Carpenter, Jr., of the Department 
of State on Thursday while Messrs. Mountain and Woods were here. This was 
done with their full knowledge. Thus, the Department has been informed by us 
of their presence here. 

In the course of their visit, Messrs. Mountain and Woods asked for copies of 
certain papers listed on the enclosed schedule. As I am sure you are aware, we 
desire to extend whatever practical assistance we can render to your subcom- 
mittee. On the other hand, in view of the confidential nature of our services, 
it has always been our practice to direct all inquiries with respect to our work 
to the client to which such inquiries relate. We know that you would approve 
of our adherence to this principle and would not desire us to violate it in any 
way. We would, therefore, appreciate it if your subcommittee will address the 
request for release of these materials to the Department of State rather than to 
ask us to deviate from our professional obligations. 

With respect to our field notes, which are among those things that have been 
requested, all significant findings contained in them are reflected in the manage- 
ment survey report. We sincerely believe that, as such, the notes would offer 
little additional help to the committee. Beyond this, release of this material 
would constitute a breach of confidence with many subordinate and relatively 
unimportant people in the Department of State. It would be contrary to assur- 
ances given to them by the Department, that they would not be quoted, in 
order to encourage their cooperation in our work. For these reasons, and 
because we know that you wish your survey to be constructive and without injury 
to any person, we hope that in making your request to the Department of 
State you will give due regard to our desire to preserve the confidential nature 
of our field notes. 

In addition to the items listed on the enclosed schedule, Messrs. Mountain and 
Woods requested that we prepare for them a detailed project analysis. We find 
that this would take considerable time and effort on our part. We are certain 
that with the report already in your possession and the materials which have 
been requested, your staff could prepare a suitable analysis of this kind. 
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We appreciate the fine spirit of your letter to us of March 23, and that displayed 
by Messrs. Mountain and Woods when in Cleveland. 
Sincerely yours, 


F. L, ELMENporr, 


Copies OF MATERIALS REQUESTED OF Ropert HELLER & AssocraTEs, INC., BY 
Messrs. MOUNTAIN AND Woops, MArcH 25, 1955 


(1) Personnel management program—February 16, 1954 

(2) Training report—May 4, 1954 

(3) Management inventory control—March 8, 1954 

(4) Six tentative pension descriptions for Mr. Morton—May 21, 1954 

(5) Five progress reports for Mr. Lourie 

(6) Various position descriptions 

(7) Field notes—visits to foreign posts 

(8) Letter and attachment (two) dated March 30, 1954, to Mr. E. T. Wailes 
relative to allotment withdrawals 

(9) Schedule of Robert Heller & Associates’ contacts with Secretary of State’s 
public committee on personnel 

(10) Morton and Smith letters relative to Wriston Committee—March 18, 1954, 

and March 22, 1954. 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTE ON GOVERNMENT OPERATIONS, 
Washington, D. O., April 18, 1955. 
Mr. Franois L. ELMENDORF, 
Senior Vice President, Robert Heller & Associates, Inc., 
Cleveland 14, Ohio 


Dear Mr. EvMenporr: Thank you for your frank letter of March 30. 

You will recall that the arrangements made by Mr. Mountain and Mr. Woods 
on behalf of this subcommittee were that we would call upon you to supply copies 
of only those documents which were unavailable in the files of the Department of 
State. We have, fortunately, been able to obtain many of these documents from 
that source, but a few remain which we hereby request you to supply, as follows: 

1. Five progress reports for Mr. Lourie. 

2. Field notes—visits to foreign posts. 

3. Schedule of Robert Heller & Associates contacts with Secretary of State’s 
Public Committee on Personnel. 

While I fully appreciate the concern you have for the client relationship of 
the Department to your firm, and regard your reaction in this respect as entirely 
understandable, I feel that a proper regard for the rights and duties of the Con- 
gress to pursue its inquiries into the expenditure of public funds will not permit 
me to clear the subcommittee’s request for information from you through the 
Department. 

As to your concern over supplying copies of your field notes, please be assured 
that it is not our purpose to do violence to the confidential nature of this aspect 
of your work. The insights into day-to-day problems of the Department’s opera- 
tions, which a study of these papers promises to provide, make them of value 
to us. 

Only through a thorough examination of all pertinent documents can we hope to 
make informed and constructive judgments. 

I am certain that given this explanation of the nature of our interest you will 
feel no hesitance toward supplying these notes. 

Regarding the detailed project analysis, I concur with your judgment that we 
can, through our own staff, prepare this, and because we have no wish to involve 
you in any protracted efforts of this kind, I have directed our staff to under- 
take this work. 

I want to express to you the subcommittee’s appreciation for the courtesies 
and cooperation you have extended, and I trust you will understand the basis 
of our request. 

Sincerely yours, 


PorTER Harpy, Jr., Chairman. 
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splayed Rosert HELLER & ASSOCIATES, INC., 
Cleveland, Ohio, April 20, 1955. 
NDORF » ton. Porter Harpy, Jr., 
: Chairman, International Operations Subcommittee of the 
YC., BY Committee on Government Operations, 
House Office Building, Washington, D. C. 

My Dear ConcressMAN: Your letter of April 18 has just been received. We 

appreciate your efforts to keep at a minimum the requests made of us. 

I note from your letter that the Department of State hus furnished your sub- 

committee 7 of the 10 items designated by Messrs. Mountain and Woods while in 
Cleveland. While most respectfully acknowledging the rights and duties of the 
Congress, may we ask that you reconsider the feasibility of having the Depart- 
ment instruct us to send to you or to them items 1 and 3 as listed in your letter? 
In light of our professional obligations, which you recognize, and in view of the 
Wailes fact that the Department has already supplied you with much material this 
requirement on our part strikes us as not being unreasonable. 
' State’s We are grateful for your thoughtful comment about the confidential nature of 
our field notes, item 2. Notwithstanding, we are most anxious to preserve the 
8, 1954, pledge made to personnel of the Department of State, and to avoid any possible 
risk of doing injury to persons who worked with us. Consequently, we do hope 
you will not insist on this material. 
Your constructive approach in this matter, as indicated by your letter, is most 
appreciated. 
Sincerely yours, 
F.. L. ELMENDORF. 
3, 
1955. 
ROBERT HELLER & ASSOCIATES, INC., 
Cleveland, Ohio, April 22, 1955. 
Hon. Porter Harpy, Jr., 
, Chairman, International Operations Subcommittee of the 
Woods i Committee on Government Operations, 
y copies House Office Building, Washington, D. C. 
ment of My DEAR CONGRESSMAN: I hasten to advise you of developments within the 
ts from last 24 hours bearing on our previous correspondence. As background, under 
ollows: date of April 13, 1955, the Honorable Loy W. Henderson, Deputy Under Secretary 
of State for Administration, had demanded that we deliver immediately to the 
Department of State, to his attention, all of the materials in our possession relat- 
State’s ing to our work in preparing the management survey report of May 15, 1954. 

In reply, we asked that we be given the reason for his request and also the 
ship of assurance of the Department of State that it would preserve the material and 
ntirely return or make available all or any part of it to us if and when we had reason 
1e Con- to require it. 
permit Prior ot the foregoing interchange, as you know, we had informed Mr. I. W. 
gh the Carpenter, Jr., the Controller of the Department of State, of the request made 

of us by Messrs. Mountain and Woods of the staff of your subcommittee for 
ssured copies of certain papers relating to this same matter, and also of our letter of 
aspect March 30, 1955, to you. Consequently, upon receipt of your letter of April 18, 
opera- 1955, stating that you had received from the Department of State copies of many 
value of the documents previously requested of us and that you were now requesting that 

we supply copies of only the three items listed in your letter, we informed Mr. 
lope to Loy W. Henderson under date of April 20, 1955, of this request from you and 

pointed out the quandary in which we found ourselves due to the fact that both 
u will the legislative and executive were asking us for, in part, the same material. 

Under date of April 21, 1955, Mr. Henderson again requested, by telegram, that 
at we the materials referred to by him in his communication of April 13 be delivered to 
nvolve the Department promptly. On that same day, and for the first time, we were 
ander- advised by the legal adviser to the Department of State that it was the position 

of the Department that, in view of the circumstances of our employment by the 

tesies Department, we stood in a fiduciary relationship to the Department in respect of 

Sate , these materials and owed the Department an unquestionable duty to comply with 
its requirements for their delivery. 

Confronted with these repeated requests from the Department and its positive 
lade Statement of our fiduciary duty to it, it was concluded that we had no alternative 


but to comply with its requirements upon us and, consequently, we have today 
delivered to Mr. Henderson everything in our possession which was used in con- 
nection with our report for the Department of State. 
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We trust that you will agree that we could not but fulfill the obligations 
imposed on us by our professional and fiduciary relationship with our client, and 
we sincerely hope that you can work out with the Department of State a mutually 
agreeable arrangement which will permit you to carry forward the important 
task you have undertaken. 

Sincerely yours, 


F. L. ELMENDorr, 

Mr. Harpy. The above letters leave a rather unpleasant situation. 

Mr. Etmenporr. Can we stick some more in there, too ? 

Mr. Harpy. Do you have some more that relate to this? We would 
like to have them. 

Mr. Eitmenporr. Would you give me your dates, please, sir? 

Mr. Harpy. I would like to have copies of all the communications 
that you have with the State Department concerning this subject. 

Mr. Etmenporr. Do you want them now ? 

Mr. Harpy. We would like to have them right now and put them in 
the record right here at this point, if we may. 

Mr. Extmenporr. Here is my letter of April 15 to Mr. Henderson 
in reply to the demand of the 13th. 

There is one of the 20th to Henderson. 

Mr. Harpy. We were a little bit in the dark when this behind-the- 
scenes maneuvering was going on between you and Mr. Henderson. 

Mr. Extmenporr. In each instance, here, we made it clear that you 
wanted these things—here is one of April 21, 1955. 

Here is where we suggested that the State Department give you 
items 1 and 3. We were not holding out on you on that. That [Mr. 
Warren Ege] happens to be our lawyer here in town. 

You have that one (displaying document) ? 

Mr. Mountain. We have that one. 

We need a copy of that letter of April 25, 1955, to Mr. Ege. 

Mr. Harpy. We have a series of items here now that we want put 
into the record. Identify them, Mr. Mountain, and we will put them in 
the record. 

Mr. Mounrarn. A letter from Mr. Elmendorf to the Honorable 
Loy W. Henderson, dated April 15, 1955. 

A letter from Mr. Elmendorf to the Honorable Loy Henderson dated 
April 20, 1955. 

A letter from Mr. Elmendorf to the Honorable Loy Henderson 
dated April 21, 1955. 

A copy of a telegram from Mr. Loy Henderson to Mr. Elmendorf 
dated April 21, 1955. 

A copy of a letter from Mr. Warren Ege—what is his title? 

Mr. Ex_menporr. He is just our lawyer here. I was not in town and 
he went over there for me. 

Mr. Mountain. To the Honorable Herman Phleger, dated April 22, 
1955. 

A letter to Mr. Ege from Mr. Herman Phleger dated April 25, 1955. 

Mr. Harpy. Without objection these documents will be incorporated 
in the record. 

(The documents referred to follow :) 

Aprit 18, 1955. 
Mr. F. L. ELMENDOoRF, 
Senior Vice President, Robert Heller & Associates, 
Cleveland, Ohio 

Dear Mr. ELMENDORF: Will you kindly deliver immediately to the Department 

of State, Washington, D. C., for my attention the following items: (1) Personnel 
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management program, February 16, 1954; (2) Training report, May 4, 1954; (3) 
management inventory control, March 3, 1954; (4) 6 tentative position descrip- 
tions for Mr. Morton, May 21, 1954; (5) 5 progress reports for Mr. Lourie; (6) 
Various position descriptions; (7) Field notes—Visits to foreign posts; (8) Let- 
ter and attachments (2) dated March 30, 1954, to Mr. HE. T. Wailes, relative to 
allotment withdrawals; (9) Schedule of Robert Heller & Associates’ contacts 
with Secretary of State’s Public Committee on Personnel; (10) Morton and 
Smith letters relative to Wriston Committee, March 18, 1954, and March 22, 1954; 
also any other original notes of interviews and working papers, correspondence, 
and other material in connection with your work in preparing the Management 
Survey Report, dated May 15, 1954, which you made under agreement with the 
Department of State. 
Sincerely yours, 
Loy W. HENDERSON. 


ROBERT HELLER & ASSOCIATES, INC., 
Cleveland, Ohio, April 15, 1955. 
Hon. Loy W. HENDERSON, 
Deputy Under Secretary of State for Administration, 
Department of State, Washington, D.C. 

Dear Mr. HENDERSON: We have received your demand of April 13, 1955, for 
the material specified in your letter of that date addressed to me. 

We are willing to comply but believe that before doing so we should have your 
reason for this request and also the assurance of the Department of State that 
it will preserve this material and will return or make available all or any part 
of it to us if and when we have reason to require it. Moreover, we would ask that 
it be returned when it has served the Department’s purposes. 

In this connection, we invite your attention to Department circular No. 48, 
issued by Under Secretary of State Lourie under date of August 7, 1953. This 
circular asked that Department personnel, when interviewed by us in the course 
of our work for the Department, give us their frank opinions on various phases 
of the Department’s operations and assured them that “under no circumstances 
will you be quoted.” Our interviews with such individuals, contained in our 
field notes (item 7 of your letter of April 13, 1955), thus became strictly con- 
fidential material, even as respects other officials and employees of the Department 
of State. 

In complying with your request, we will, therefore, find it necessary to apply 
to such field notes a seal, to indicate to all concerned that we consider this mate- 
rial strictly confidential as between the interviewed personnel and ourselves. 
We assume the Department of State will do everything within its power to pro- 
tect that seal, in view of its aforesaid circular of August 7, 1953. 

Upon receipt of the assurances referred to in the second paragraph of this letter, 
we will deliver to the Department of State, for your attention, the material 
demanded by you. 

Sincerely yours, 
F. L. ELMENDorr, 
Senior Vice President. 


Rosert HELLER & ASSOCTATES, INC., 
Cleveland Ohio, April 20, 1955. 
Hon. Loy W. HENDERSON. 
Deputy Under Secretary of State for Administration, 
Department of State, Washington 25, D.C. 

DEAR Mr. HENDERSON: We have had no reply to date to our letter to you of 
April 15. Today we received a formal request for documents, dated April 18, 
from Congressman Porter Hardy, Jr., a copy of which I am enclosing. You 
will note that Mr. Hardy asks for some of the material to which you referred 
in your letter to me of April 18. A copy of our letter in reply to Mr. Hardy is 
attached hereto. 

I think you can readily understand that we find ourselves in a quandary inas- 
much as both the legislative and the executive are in part now asking us for 
the same material. Our basic responsibility to you as a client prompts me to 
write this letter, and to ask for opinion as to procedure. 

Sincerely yours, 
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Apri 21, 1955. 
DEAR Mr. ELMENDORF: We have your letter of April 15 in which you point out 
the confidential nature of some of the material covered by our request of April 
13. We understand this and it will be given due consideration in our custody 
and handling of these materials which we again ask be delivered to us promptly. 
Yours truly, 
Loy W. HENDERSON. 


Rospert HELLER & ASSOCIATES, INC., 
Cleveland, Ohio, April 21, 1955. 
Hon. Loy W. HENDERSON, 
Deputy Under Secretary of State for Administration, 
Department of State, Washington, D.C. 


DeaR Mr. HENDERSON: By your letter of April 13, 1955, and again by your 
communication of this date, you have required that we deliver to the Depart- 
ment of State, to your attention, all of the material in our possession that is 
referred to in your April 13 letter. 

In a discussion of this matter held today between Mr. Phleger, legal adviser to 
the Department of State, and our counsel, we were advised for the first time 
that it is the position of the Department that, in view of the circumstances of 
our employment by the Department, we are under an unquestionable fiduciary 
duty to deliver all of the material in question to the Department in response 
to the requirements which the Department has made upon us. 

In this connection, we wish to call to the attention of the Department once 
again the requests for certain of this material which we have received from 
the Honorable Porter Hardy, Jr., chairman, International Operations Subcom- 
mittee of the Committee on Government Operations. A copy of our letter to 
Mr. Hardy, dated March 30, 1955, was sent to Mr. I. W. Carpenter, Jr., the 
Controller, Department of State; and copies of Mr. Hardy’s letter to us dated 
April 18, 1955, and our reply to him dated April 20, 1955, were transmitted to 
you with our letter to you of April 20, 1955. 

You will note from our letters to Mr. Hardy that we have fully recognized the 
professional relationship existing between us and the Department of State in 
respect of the material requested of us, and have made repeated references to 
the additional highly confidential relationship existing between us and certain 
personnel of the Department in respect of our field notes. 

Because of the conviction of the Department that we have a plain fiduciary 
duty to deliver all of the subject material to it in compliance with its require- 
ment, we are delivering such material to you but, in doing so, we sincerely re- 
quest that the highly confidential character of our field notes be respected. We 
still request that all of this material be preserved by the Department and that 
we may have access to it if required by circumstances. 

Sincerely yours, 
F. L. ELMENDORF, 
Senior Vice President. 


Apri 22, 1955. 
Hon. HERMAN PHLEGER, 
Legal Adviser, the Department of State, 
New State Building, Washington 25, D.C. 


Dear Mr. PuHiecer: As you know, Robert Heller & Associates delivered to Mr. 
Loy W. Henderson this morning all of the material referred to in Mr. Hender- 
son’s letter of April 13, 1955, to Mr. Elmendorf. 

In the letter of April 18, 1955, to Mr. Elmendorf from the Honorable Porter 
Hardy, Jr., a copy of which was sent to Mr. Henderson by Mr. Elmendorf on 
April 20, Mr. Hardy requested copies of three items: 

(1) Four progress reports for Mr. Lourie; 

(2) Field notes; and 

(3) Schedule of Robert Heller & Associates contacts with Secretary of State's 
Public Committee on Personnel. 

If the State Department had given clearance, Mr. Elmendorf would have had 
no objection to complying with Mr. Hardy’s request for items 1 and 3. Now that 
the Department has all of the copies of the material, it is requested that con- 
sideration be given to sending copies of these two items to Mr. Hardy in response 
to his request to Mr. Elmendorf. Copies of them will be found in one of the 
smaller separate files delivered to Mr. Henderson today. 

Sincerely yours, 
WARREN HE. 
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Tue LEGAL ADVISER, 
DEPARTMENT OF STATE, 
Washington, D. C., April 25, 1955. 


WARREN EE, Esq., 
Jones, Day, Cockley ¢ Reavis, 
11385 Tower Building, Washington 5, D. C. 


Deak Mr. Eae: This will acknowledge your letter of April 22, 1955, regarding 
material delivered on April 22 to Deputy Under Secretary of State Loy W. 
Henderson, in which you state that Mr. Elmendorf would have no objection to 
the delivery to Mr. Hardy’s committee of items 1 and 3 mentioned in your letter. 

I am enclosing for your information a copy of a letter from Mr. Henderson to 
the Honorable Porter Hardy, Jr., chairman of the International Operations Sub- 
committee of the Committee on Government Operations, House of Representa- 
tives, dated April 22, 1955, and communicated to him on that date, in which the 
Department advises that these items will be made available to him by the 
Department at once. 

Sincerely yours, 
HERMAN PuHtecer, The Legal Adviser. 


Mr. Harpy. Now, in order to put this thing in proper focus I want 
to point out a few things in our exchange of correspondence back in 
March and April. 

Pursuant to an understanding which was had when our staff people 
were at your office, Mr. Elmendorf, we requested from the State De- 
partment these 10 items. We did not attempt to circumvent any of 
the formal relationships that existed between the State Department 
and Robert Heller & Associates, by eliminating any of the 10 items, 
although it was certainly clearly obvious that the field notes were in 
your possession and not in the possession of the State Department. 
In our request of the State Department we listed all the 10 items. The 
State Department furnished us with seven. On April 18 we wrote you 
for the additional ones which were the five progress reports to Mr. 
Lourie, the field notes on the visits to foreign posts and the schedule 
of the contacts with the Secretary of State’s Public Committee on 
Personnel. Let me quote from that letter. 

As to your concern over supplying copies of your field notes, please be assured 
that it is not our purpose to do violence to the confidential nature of this aspect 
of your work. The insights into day-to-day problems of the Department’s oper- 
ations, which a study of these papers promises to provide, make them of value 
to us. 

You had a responsibility to the individuals with whom you had 
discussed these matters and whose notes you had taken, to protect 
them against possible recriminations ; isn’t that correct ? 

Mr. Eimenporr. Yes, that is right. 

Mr. Harpy. So we recognize that and in our letter to you of April 
18, called attention to the fact that we would protect the confidential 
nature of those documents. 

But in your letter of April 22, and I want to read just parts of this 
because this bears directly on this matter. 

Upon receipt of your letter of April 18 stating that you had received from the 
Department of State copies of many of the documents previously requested of 
us and that you are now requesting that we supply copies of only the three items 
listed in your letter, we informed Mr. Loy W. Henderson under date of April 20, 
1955, of this request from you and pointed out the quandry in which we found 
ourselves due to the fact that both the legislative and executive were asking us 
for, in part, the same material * * * 

Under date of April 21, 1955, Mr. Henderson again requested by telegram that 
the materials referred to by him in his communication of April 13 be delivered 


to the Department promptly. On that same date, and for the first time we were 
advised by the legal adviser to the Department of State that it was the position 
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of the Department that in view of the circumstances of our employment by the 
Department we stood in a fiduciary relationship to the Department in respect 
to these materials and owed the Department an unquestionable duty to comply 
with its requirements for delivery. 


And then, quoting in the next paragraph: 


We have today delivered to Mr. Henderson everything in our possession which 

was used in connection with our report for the Department of State. 
So you sent them to Mr. Henderson, without having acknowledged a 
written request from this committee. Without having advised this 
committee that that is what you intended to do. You sent them ina 
manner which precluded us from getting them. 

Mr. Etmenvorr. I see what you mean. 

Mr. Harpy. I think it ought to be perfectly clear. We made a re- 
quest of you in writing, we tried to carry out the relationship of mutual 
confidence which we had originally understood existed and then you 
violated it by putting them in a place where we could not get them. 

Mr. Extmenporr. I did not think I was in violation at that time, 
honestly. 

I will tell you how my mind works on this—this is the first hearing 
I have ever been in, so I am a greenhorn on it to start with, but you 
think your primary relationship is with your client, and consequently 
1 pursued as I have always pursued for 22 years, the fact that the 
primary relationship was with the client. I thought I had kept you 
sufficiently informed during the time and in fact I told Mr. Mountain 
when he was out to our office of the apprehensions we had about those 
field notes and violating something we have never done in 30 years of 
practice. So I was asking the State Department after these demands— 
and you will note when you read the rest of that correspondence—I 
didn’t comply right away. 

Mr. Harpy. Yes, but you did not tell us what you were going to do 
and you knew doggoned well if you had told us you would have been 
subpenaed to deliver them and then you would have had to deliver 
them. 

Mr. Eirmenporr. Didn’t I tell you? 

Mr. Harpy. You did not tell me until after you had sent them. 

Now, I will tell you what I think we will have to do, Mr. Elmendorf, 
since we have gotten ourselves in this kind of shape. I am going to 
discuss it a little further with the committee. If the committee feels 
we really need this information, then we are going to have to take the 
only other course that is open to us and we will have to get you and 
Mr. Asher and Mr. Annable to come down and testify before the com- 
mittee with names and places of everybody you interviewed and what 
they told you, and we will try to reconstruct those field notes if it be- 
comes necessary for us to have them, and we are going to do it under 
oath, if that is agreeable with the committee. 

I do not like to be in this kind of shape but you put me in it and I 
do not know how else we are going to perform. 

Mr. Extmenporr. Well, now, I did not put you in it, sir, knowingly. 
I was performing a duty I had to a client and they pointed this thing 
outtome. There isnoskulduggery on my part. 

Mr. Harpy. It has not been so long but that the memory of you and 
your associates should be pretty good. 

Mr. Etmenporr. It isa year and a half. 

Mr. Harpy. We will have to find out how good it is. 
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Mr. Etmenvorr. It has been a year and a half. 

Mr. Harpy. That is the only thing I know that is left for us to do, if 
the committee feels it is of sufficient importance. 

Mr. Etmenvorr. Well, may I speak to that point. 

Mr. Harpy. How would you know what is important to us? ' 

Mr. Etmenporr. I would not, but I would like to point out one thing 
to you, if I may. ‘ ae 

Mr. Brownson. Can he tell us briefly what is in the notes so we will 
have some basis upon which to consider this point ? 

Mr. Harpy. We can get that from our staff people because they did 
have access to them while they were in Cleveland. But thinking there 
would be no problem in getting them, they did not attempt to take 
too much of that information. 

Now, go ahead, Mr. Elmendorf. 

Mr. Eitmenporr. Can I go back to circular 48 ? 

Mr. Harpy. Go back to anything you want to but if you go back to 
circular 48 I want you to answer this question for me, whether you 
performed your responsibility to the people that you talked to, and 
whom you quoted, whether you performed your responsibility to them 
better by sending this stuff to the State Department, than by sending 
it to us. Because your responsibility was to protect them against 
possible recrimination from the State Department. , 

Mr. Etmenporr. Well, my judgment in the matter is that the State 
Department would—in view of the fact they sent out that circular 48, 
would certainly respect the field notes. I do not know what they have 
done with them. I haven’t the slightest idea. 

Mr. Harpy. Do I take it from that that you construe the assurances 
that I gave you that this committee was not reliable to protect these 
people? 

Mr. Etmenporr. No, I do not construe it that way. I construe it 
that I am dealing with a client. 

Mr. Harpy. You are dealing with a committee of Congress and with 
a client at the same time. You are in pretty rough shape, aren’t you? 

Mr. Etmenporr. I am beginning to learn some things. 

Mr. Harpy. If you had any real, honest basis to support this 
action—which you have not presented—I would like to have it because 
frankly I am not happy with what you have given me. 

Mr. Extmenporr. | understand your point of view and my real 
honest basis is that the State Department pointed out this trust that we 
had to them, this fiduciary arrangement that we had with them, and it 
is just historical and traditional with us, we maintain that with our 
clients regardless of what name you put on it. 

Mr. Harpy. But, you knew under that circular 48 that its purpose 
was to protect the State Department’s emplovees from the State De- 
partment. So in your zeal to carry out a so-called fiduciary function, 
you sent them confidential papers which you know had no business ever 
going to the State Department. Maybe they should have been 
destroyed. 

Mr. Etmenporr. My zeal was somewhat—in this letter to you, sir, 
from Mr. Henderson, he said: 

In consonance with assurances— 
that nobody will be quoted and so on— 


and also in conformity with the executive policy the conversations or communi- 
ations of a confidential character should not be disclosed, it is the Department’s 
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view that these particular items should not be examined by anyone outside the 
Department, or indeed by anyone inside the Department, except to the extent of 
ascertaining that the information was indeed given under the circumstances out- 
lined in the circular and kept confidential. We feel confident you will agree with 
ourselves as to this. 

Mr. Harpy. I will agree with “ourselves” in part, and only in part, 
but certainly anybody with any reasonable attitude at all knows that 
that kind of stuff should never go to the State Department, and that 
kind of statement from the State Department as to what it will do with 
them is self-serving. 

Mr. Brownson. Mr. Chairman, I do not think until we have a 
chance to talk to some of the people from the State Department and 
find out what they did with these field notes that we can necessarily 
jump at conclusions. 

Mr. Harpy. We have had such a session with the State Department. 

Mr. Brooxs, We did have a little session with the State Department 
as you will remember. 

Mr. Brownson. The State Department keeps some of the most con- 
fidential documents in the world. ‘There are many ways they can 
treat these documents once they are down there. 

Mr. Harpy. Of course, I fully realize the State Department handles 
a lot of confidential information which they have to keep awfully 
secret and for that matter most of us have access to top-secret informa- 
tion, too, and I do not think there is any question of loyalty, or any 
question of treatment of secret information involved. But this is a 
purely personnel proposition. 

If there is any one group of people that should not have access to it, 
it is the State Department. 

Mr. Brownson. That is my point and I am very interested in find- 
ing out who has had access to it since it has been down there. 

Mr. Brooks. The gist of the argument was that folks wanted to say 
frankly what they thought about the State Department, at the re- 
quest of Mr. Heller and his associates, and they did not want the 
executives in the State Department to turn on them for expressing 
their opinions. 

When Mr. Heller and his associates found out that a congressional 
committee wanted the information, they transferred it to the State 
Department who would not release it. 

This committee is not mad at the State Department employees. If 
they have any constructive comments, that does not hurt our feelings, 
but it might hurt the employees if the State Department found out 
about it first. 

So what. happens to the information—it is shipped to the State De- 
partment where they say they have it under seal. Now, Mr. Morton 
probably does have it under seal. Mr. Morton probably does not want 
to give the employees any tronble, but those folks do not know that. I 
would think that the employees would be a lot better off with our 
having that information rather than the State Department. 

Mr. Harpy. They will not always have Mr. Morton down there in 
that particular chair and they will not have Mir. Dulles down there 
forever, either. That is under seal now, but suppose they have a little 
fracas down there where somebody figures, “Well this might help us 
get rid of a few folks”’—you do not know how strong that seal is 
going to be. 
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Mr. Brooks. Is it a wax seal or what kind of a seal is it? ; 

Mr. Harpy. I have not seen it. They did not let me get a look at it, 
but to get back to where we were. 

Mr. Brownson. I think if the papers had been destroyed they would 
have lived up to circular 48. 

Mr. Harpy. I do not see why Robert Heller should have this any 
more than this committee. 

Mr. Brownson. Things have a way of leaking out of congressional 
committees, too. 

Mr. Harpy. I have heard of that, myself, but I thought we had a 
little different committee, actually. 

This other aspect of the matter we have been discussing here in the 
last few minutes is a question of relationships between the committee 
and the State Department. 

The one thing that I did want to get from Mr. Elmendorf, if I 
could, was any better explanation of it than has previously been 
given to us, and in view of the situation as it now exists the com- 
mittee will have to decide in executive session whether it considers 
this information is of sufficient significance to try to reconstruct it 
through direct testimony. It may be that that will prove embar- 
rassing. I do not know, but if the committee decides it needs that 
information, there will be no other course that we can follow. 

Mr. E:tmenporr. I understand that. On that point, though, this 
has not only to do with Government, it has to do with industrial 
clients, as well. In a big corporation, or a big Government depart- 
ment, equally strong, communications are always difficult from the 
bottom to the top. 

Sometimes you find your best ideas with the workman on the 
machine or the salesman ringing doorbells. 

Mr. Harpy. That isso true. 

Mr. Etmenpdorr. When working with an industrial organization, 
those little guys down the line who have many ideas are the people 
who also have a lot of screwball ideas, just as well. We have to have 
a potent and the judgment to sort out what is good and what 
is bad. 

Actually, people do not count very much. People—and the reason 
for these circulars is self-evident—people are afraid to talk if they 
think we are detectives or snoopers or gumshoes who are going down 
there just to get information to use with their bosses. So we cut the 
cord in two and we go-down and work with those people. It is the 
most impersonal thing you have ever done in your life. You are 
looking for systems, you are getting ideas and opinions and then 
you have to sort them out. 

Mr. Harpy. Mr. Elmendorf, you are talking, I know, from a stand- 
point of long experience in this particular field. But it is not too 
unlike what ee when a congressional committee goes into a par- 
ticular community, on a particular type of investigation. You would 
be surprised at the number of little people who can come around the 
fringes who have had a little contact with this thing and talk with 
the members of Congress, who would not talk to anybody else who 
was making an investigation into something of that kind, because they 
feel that they are going to get reasonable protection. 

f course, just as you have indicated, we have the problem of 
weeding those things out, too. A lot of them are screwball ideas but 
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every now and then you get a good one. Every now and then you hit 
pay dirt. 

Mr. Etmenporr. And that is the reason you do it. 

Mr. Harpy. That is it exactly and the chances are in some of these 
we might have hit a little more pay dirt than you found, even, because 
you cannot ever be sure just exactly how these things are going to 
develop under different treatment. 

Mr. Ex.menporr. Let me put it this way: In our judgment—and I 
am sincere about this, now, because we do this every day and this was 
just another job for us—in our judgment, the best out of what we got 
in the field is reflected in the final report. 

Mr. Harpy. I do not doubt that in your judgment at all but the 
people in the second district of Virginia did not send me to Congress to 
exercise your judgment. 

Mr. Etmenporr. I know. But I said “in our judgment.” 

Mr. Harpy. When you started to exercise your judgment for this 
committee, you were getting a little out of your field. 

Mr. Exmenporr. I did not try to do that. I merely say we gave a 
good representation of what we found. Far be it from me to do what 
you thought I did there. 

Mr. Reuss. Could I ask a couple of questions on this point, Mr. 
Chairman ? 

Mr. Harpy. Go right ahead. 

Mr. Reuss. Mr. Elmendorf, you spoke of the reason for your turn- 
ing these notes of conversations with various State Department per- 
sonnel over to the Department as being in pursuance of a fiduciary 
duty. By “fiduciary,” you mean trust and confidence ? 

Mr. Eximenporr. That is right. An employee relationship. 

Mr. Reuss. I agree there is a fiduciary thing which came into view 
here, but I would like to get your view on this: Referring to circular 48 
of the Department, that was a circular, as I understand it, given to 
State Department and Foreign Service employees to tell them in effect 
to speak frankly to representatives of Robert Heller & Associates, to 
hold nothing back and they would be protected and it would not get 
back tothe Department. Was that not the idea ? 

Mr. Etmenporr. Yes. 

Mr. Reuss. Reading from that, I read the following sentence: 

When questions are asked concerning organization matters, you may be certain 
that they are interested only in structure and not in people. They do not engage 
in personalities. Furthermore, you may rely upon’ their discretion in using 
information which you give them. Under no circumstances will you be quoted. 

That was in the circular. 

Mr. Etmenporr. Yes. I recognize that. 

Mr. Reuss. Don’t you believe a fiduciary duty of a sort was owed by 
Heller & Associates in the light of that circular, not to disclose to the 
master, the State Department, what the servant had to say about his 
boss ? 

Mr. Exmenporr. Well, that is what we thought until this duty of 
ours was pointed out to us and we went further and put it under seal 
when we sent it. 

To answer your question, under normal circumstances, our fiduciary 
duty, if that is what you call it 

Mr. Reuss. You used the word and I was trying to see to whom it 
applied here. 
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rou hit Mr. Etmenporr. Our duty fundamentally is to a client. 
Mr. Reuss. Do you think you owed your fiduciary duty to the State 
Department that was paying your fee and authorizing the survey, 


F these rather than to the employees and foreign service officers ‘and adminis- 
ecause trative people out in the field who, relying on a circular of the State 
ing to Department that said that the State ‘Department would not be in- 
formed of what they told you, you think your primary duty was to the , 
-and I State Department instead of to those people ? ° 
is was Mr. Eitmenporr. The judgment may be wrong but that is what we 
ve got thought. 
Mr. Harpy. Mr. Elmendorf, one further question in connection with 
ut the this general subject. I believe awhile ago you indicated that in the 
ress to course of your correspondence with the State Department—I presume 


it will show up in the documents which you have submitted—you made 
a stipulation that these documents would be returned to you if you 


r this needed them. If I issue subpena for them right now, are you going 
to get them back ? 
rave a Mr. Etmenporr. I don’t know. 
) what Mr. Harpy. Didn’t they agree to give them back if you needed them ? 
Mr. Eitmenporr. I don’t know. 
t, Mr. Mr. Harpy. What kind of agreement have you ? 


Mr. Etmenpvorr. The implic ation was we would get them back and 
have access to them when we wanted them. I can’t tell you what the 


turn- State Department would do, today. 
t per- Mr. Harpy. That was the implication ? 
clary Mr. E:menporr. Yes. 


Mr. Harpy. You operate on implications. You made an implica- 
tion tome that we would get them without a subpena. 


view Mr. Eimenporr. I don’t think I did that. 
lar 48 Mr. Harpy. Youdid. You made an implication to me that we would 
en to / get anything that you had without a subpen: 1, and it was our under- 
effect standing that you would supply them if the State Department couldn't. 
es, to All of the items that we requested. And you certainly knew, from my 
rt get conversation, that I wouldn’t be bashful about issuing a subpena for 
them, 
Mr. Exmenporr. That is right. That was our first conversation, 
though. 
tain Mr. Harpy. That is correct. My goodness, I don’t change my mind 
ngage every few minutes, even if you change yours. 
using Mr. Etmenvorr. I don’t change mine, either. 
uated. Mr. Harpy. I am just going to read into this record the stenographic 


notes on the conversation that you and I had on the telephone. It 
is not verbatim but they are stenographic notes. This is March 23. 


d by Mr. Elmendorf assured Mr. Hardy of full cooperation but pointed out that 
9 the the personnel of the organization traveled about all the time except on week 
t his ends. Mr. Hardy feels that unless he gets these files now, he thinks there might 
be some missing links when he finally gets them. Therefore time is important. 

y of Mr. Hardy said that Mr. Mountain and Mr. Woods would be there tomorrow and 
they will send a subpena along, so that Robert Heller & Associates could tell the 

seal State Department the information was subpenaed. Mr. Elmendorf said he thought 
a letter to Robert Heller & Associates would be sufficient. Mr. Hardy said he 

1arv would be glad to subpena Mr. Heller. Mr. Elmendorf said he merely wanted to 
ji be covered. Mr. Hardy said he did not want to embarrass Mr. Elmendorf or Mr. 

sn ae Heller but he did not want to “mess” up his own case. Mr. Elmendorf said he 


thought a subpena might “mess” you up—— 
64302—56—pt. 1—_—-6 
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referring to me— 


Mr. Hardy said he didn’t mind that, that he just suggested the use of a subpena 
to protect them, but if Mr. Elmendorf was satisfied a letter would be just as 
effective, he would send the letter. 

That is the end of the stenographic notes on the conversation between 
you and me, and now here is where we find ourselves. 

Mr. Etwenporr. Well, up to that time I hadn’t talked to the State 
Department for 4 or 5 months and I had no idea what “our committee 
wanted. Our attitude naturally was one of full coop cration and full 
revelation. 

Mr. Harpy. As soon as you found out what we wanted you changed 
your mind, 

Mr. E:tmenporr. As soon as I found out what you wanted and asked 
the client about it, then the demand came in. 

Mr. Harpy. Then you placed the State Department demand above 
a subpena which I might have issued ? 

Mr. Eximenvorr. I didn’t think of it in those terms. I was think- 
ing of it in terms of cooperating with your committee. 

Mr. Harpy. Well actually, it is very close to contemptuous, in my 
judgment. 

Mr. Eimenporr. Brother. 

Mr. Harpy. Very frankly, it is, because it has been subterfuge. 
There is no other interpretation I can place on it. 

However, that is beside the point. Let’s get back to where we were 
and close this session up. 

Reference was made awhile ago to a letter of the State Department, 
addressed to you, dated April 13. We don’t have a copy of that. Do 
you have one with you? 

Mr. Exmenporr. I have everything with me. 

Mr. Harpy. That is fine. If you can let us have a copy of that, we 
won’t have to ask Mr. Dulles for that one. 

Without objection we will incorporate that one in the record along 
with the others, 

(The material referred to above and the letter of the 13th are on 
p. 66.) 

Mr. Mountarn. Mr. Elmendorf, in your earlier testimony, did you 
state that a letter of a sort that you sent to the Department of State 
on March 23, 1954, was a common practice in your firm ? 

Mr. Etmenporr. I don’t believe I said it that way. 

Mr. Mounta1n. Have you ever sent such a letter to such a client 
before, requesting them to cancel the contract ? 

Mr. Eitmenporr. I don’t think we ever have but it has come about 
this way: Your client relationships in business are much more in- 
formal than they are in Government circles. We have never sent 
such a letter to any Government body for whom we have worked. 

Mr. Mountatn. Does this extend back over the 30 years’ history 
of your firm ? 

Mr. Etmenporr. Yes. I know that for sure. 

Mr. Harpy. Thank you. 

Are there any further questions, Mr. Brownson. 

Mr. Brownson. No further questions, Mr. Chairman. 

Mr. Harpy. Mr. Blatnik. 

Mr. Buatntk. No questions. 
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Mr. Harpy. Mr. Brooks. 

Mr. Brooxs. No questions. 

Mr. Harpy. Mr. Elmendorf, the committee appreciates your help 
but it is a little put out because of having been let down previously— 
as you may have guessed by now. 

Mr. Etmenporr. That is for sure. 

Mr. Harpy. The committee will have to consider whether the sub- 
stance of these field notes is of sufficient importance as to justify fur- 
ther pursuit of the subject and a determination will be made about 
that later on. 

I do appreciate your helpfulness. 

Mr. Exmenporr. Well, we have intended to be helpful, sir. 

Mr. Harpy. Except for that one little occasion to the contrary, we 
have gotten along pretty well. I hope we don’t have anything more. 
As a matter of fact I don’t know of anything else you have got that 
I want. 

Mr. Eimenporr. I don’t either. 

Mr. Harpy. I think this is probably a good time to adjourn and the 
committee will stand adjourned subject to the call of the Chair. We 
will not be able to meet further this week. 

(Whereupon, at 4:05 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman. ) 
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MONDAY, JUNE 20, 1955 


Hovsr oF REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10: 15 a. m., in room 1435, 
New House Office Building, Hon. Porter Hardy, Jr., (chairman of the 
subcommittee) presiding. 

Members present: Representatives Porter Hardy, Jr., Jack B. 
Brooks, Edward A. Garmatz, and Henry S. Reuss. 

Also present: Maurice J. Mountain, counsel; Walton Woods, staff 
investigator; and Phyllis Seymour, subcommittee clerk. 

Isaac W. Carpenter, Controller of the Department of State; Dono- 
van Q. Zook and John S. Leahy, accompanying Mr. Carpenter. 

Mr. Harpy. The subcommittee will come to order. 

The International Operations Subcommittee of the Committee on 
Government Operations will resume hearings today which were begun 
on June 6 on the subject of overseas personnel administration with 
particular reference to various administrative studies made of the 
Department of State. 

One of the more extensive of these studies was the 10-month 
program undertaken in 1953 by Robert Heller & Associates, a private 
firm of management consultants, at a cost of more than a quarter of a 
million dollars. 

At our previous session we went into some of the Department’s 
reasons for engaging the Heller firm, as well as the basis upon which 
the contract was negotiated. In addition, we traced the extent of the 
contract in broad outline and the events leading up to its cancellation 
upon the initiative of the Heller firm before the contract had run its 
full course. 

It is our purpose today to examine the detailed operations carried 
out under the Heller contract and to inquire into the findings and 
conclusions resulting from their work. 

We are glad to see Mr. Elmendorf is back with us this morning. 

Mr. Etmenvorr. Thank you. 

Mr. Harpy. And I am also happy to note, Mr. Elmendorf, that you 
are flanked by a battery of your experts. I believe Mr. Wright is to be 
our first witness this morning, and it might be well for you, Mr. 
Wright to introduce the other members of your staff who may be 
called on from time to time. 
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I understood from Mr. Mountain that it was your plan to have the 
other staff personnel available to support your testimony and to fill 
in on questions which the committee might raise with which they 
might be more familiar than you. 

Mr. Wrieut. That’s right, sir. 

Mr. Harpy. We are glad to have Mr. Hamilton W. Wright of 
Robert Heller & Associates, accompanied by these other gentlemen, 
whom I suggest that you introduce at this time, if you will. 

Mr. Wrieut. Mr. Chairman, this is Mr. Peter Annable, and this is 
Mr. Ames; this is Mr. Jefferson Asher. 

Mr. Harpy. That’s fine. And, of course, we have met Mr. Elmen- 
dorf previously. 

Go ahead Mr. Mountain. 

I think maybe the record ought to show, and the subcommittee is 
glad to observe, the presence of Mr. Carpenter of the State Depart- 
ment, 

Mr. Carpenter, you have some of your associates with you and we 
are glad to have them. 

Mr. Carpenter. Mr. Zook is here, and Mr. Leahy, from Mr. Mor- 
ton’s shop. 

Mr. Harpy. Fine. 

I am sorry Mr. Morton couldn’t be here this morning. He always 
adds to these deliberations. 

Go ahead, Mr. Mountain. 

Mr. Mounrarn. Mr. Wright, for the purposes of the record, wil! 
you give us briefly a biographical sketch of your career, your asso- 
a with Robert Heller & Associates, your position in the Heller 

irm ¢ 


Mr. Harpy. Let the record show that this is particularly for the 
benefit of Mr. Brownson. 


STATEMENT OF HAMILTON W. WRIGHT, ROBERT HELLER & 
ASSOCIATES 


Mr. Wricut. Well, I was graduated from Yale University in the 
class of 1929, and after that I was a securities salesman for Edward 
B. Smith & Company in New York City. The next job I had was the 
advertising business with the firm of Kelly, Nason & Roosevelt, also 
New York City. 

I was then vice president of sales and director of the Oberman Tire 
Co., a small manufacturer and distributor of truck tires, New York 
City. 

I was then sales promotion manager of the Carborundum Co. in 
Niagara Falls. 

During the war I came down here as director of the Industrial Sal- 
vage Division of the War Production Board and for a short time was 
also director of the European Colonies Division of the Foreign Eco- 
nomic Administration. 

I think towards the end of 1943 I met Mr. Heller through a mutual 
friend, and he offered me an opportunity to join his very fine firm, 
which I accepted, and I have been an associate of that firm ever since 
that time. 
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Mr. Mountain. Will you describe for us, Mr. Wright, the standard 
method of operation of Robert Heller & Associates when it enters upon 
a management survey contract for a firm—the steps it goes through 
when the job begins? 

Mr. Wrieut. Mr. Mountain, I wouldn’t say that there is a standard 
procedure. I think there is a pattern of procedure and I think I can 
give you a pretty good idea of the general steps that we would follow 
not only in starting a job but in the procedures that we follow 
while the job is going on. 

For example: The first step would be to sit down with a prospective 
client at his request and discuss with him and his people the various 
problems with which they were confronted. We would do that to 
determine whether or not there was anything in those problems to 
which we could make a substantial contribution. 

After that preliminary analysis, we would present the client with 
our concept of the program that ought to be followed in order to 
help him solve the various problems with which he was faced. 

When the client approved that program, we would divide each pro- 
gram area into a series of projects of which each program area was com- 
posed, and then we would assign the various projects to those members 
of our staff who had the particular qualifications to do that type of 
work. 

At that point, the various staff members on our staff would begin 
the analytical work in the various project areas. They would hold 
discussions with the operating people who were responsible for the 
administratve work in those project areas. 

We would have numerous consultations with our own staff as a 
whole in order to bring the best thinking and best judgments to bear 
on the various findings which a given staff member had dug up on 
that particular project. 

When we felt we had done a pretty good analytical job on a given 
project, at that point we would make a proposal to the client as to the 
action we thought he ought to pursue in order to straighten out the 
problems in that area. 

If the client, or when the client approved the recommendations made 
in that area, we would then ask the client to issue a directive to the 
operating personnel to carry out the authorized recommendations. 

After that, we would follow up with the operating people to help 
them install any particular procedures needed to implement the recom- 
mendation. 

We would then make periodic progress reports to the client, 
informing him of the status of our work and the status of the imple- 
mentation of recommendations which had been approved. 

I think that’s the general pattern of operations, Mr. Mountain. 

Mr. Mountarn. At the point where you go to a client with a recom- 
mendation, have you determined the feasibility of the task or is 
that something to be worked out later ? 

Mr. Wricut. I would like to answer that in this way: We are 
extremely practical about making recommendations as far as our 
clients are concerned. We don’t deal in academic recommendations or 
theoretical recommendations. We are extremely careful to rig our 
recommendations to what in our judgment are the capabilities of the 
client to carry them out. 
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As you would recognize, you get various degrees of management 
ability in different industrial companies and, in fact, in various Gov- 
ernment agencies. So we are very careful to make sure that our recom- 
mendations are within the capability of the client to carry them out 
successfully. 

Mr. Mounrarn. Is it your system to work on a basis of written 
reports for study by your clients? 

Mr. Wricur. No; I wouldn’t say that we write reports with the idea 
of spending a long time working in the client’s organization and then 
leaving them with a black book and saying, “Here are the things that 
are wrong and these are the things you should do to correct them.” 
That is not a successful way to conduct the sort of business we are in. 

We are making progress as we go, so we will make our recommenda- 
tions and our very brief progress reports with a view to getting imme- 
diate action and working with the client to implement the recom- 
mendations which we make. 

If, at the end of the assignment, the client wants a summary report 
indicating what areas we worked in and a summation of the various 
recommendations, we will provide that sort of brief summary report. 
It is a matter of record rather than a book which says, “These are the 
things you should try to do.” We have already tried to do those things 
before we write the summary report. 

Mr. Mountarn. Can you describe for us, briefly, the method of 
determining savings and setting them up in an administrative reserve / 

Mr. Wrieut. It has been our practice, when we are working for 
various Government agencies here, to set up an administrative reserve, 
or what one might call a savings account. The purpose of the admin- 
istrative reserve is to establish a record of the economies which were 
achieved and in effect to make these economies available to the agency 
for whatever constructive use they might have in mind. 

Are you talking about the administrative reserve which we set up 
in the State Department, Mr. Mountain? 

Mr. Mountarn. Yes, in a typical sense, just so we can understand it 
when you come to it. 

Mr. Harpy. This administrative reserve concept has been rather 
intriguing to me since I have been looking into this particular situ- 
ation. 

I am wondering whether in all cases there is complete latitude for 
using the accumulations in this reserve which might have been appro- 
priated for one specific function to carry out another function. 

Haven’t you run into any trouble on that score? 

Mr. Wricut. Well, I don’t know whether we have run into any 
trouble on that, Mr. Chairman. The practice has been to put into the 
administrative reserve the funds that were saved from recommenda- 
tions carried out in a certain functional area within the client’s organ- 
ization. 

Now, the client, or in this case, the Government agency would know 
whether or not the funds that were moved, say, from one allotment or 
one authorized allocation, could or could not be used for other pur- 
poses. I would assume that if those funds were earmarked for a 
specific purpose and the funds represented a saving in that area, that 
the client or rather the agency could not use it for any other purpose: 
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and if at the end of the fiscal year, those funds were in the administra- 
tive reserve where they should be, they would return them to the 
general fund of the treasury. 

Mr. Harpy. Well, the problem that I have been a little bit con- 
cerned about, and I don’t want to get into it now, but there is a little 
bit of difficulty in my mind in understanding the legality, or propriety 
at least if not legality, of using the—what do you call the thing ?’— 
confidential funds ?—to pay the Heller fee. 

Mr. Wricur. Well, sir, I don’t know about confidential funds, but 
I assure you they didn’t come out of the administrative reserve. 

Mr. Harpy. We had testimony to that effect, previously, but it might 
have been more appropriate in my judgment if they had. 

However, apparently in the establishment of this administrative 
reserve, as you call it, one of the objectives I would presume is to see 
just where you are actually making some savings. 

Mr. Wrieur. And to pin those savings down actually by a transfer 
of funds from one allotment to the administrative reserve. 

Mr. Harpy. I can go along with this business of transferring funds 
into the reserve, but how do you get them out and what have you had 
todo withthat? That’s the point. 

Mr. Wrient. Sir, let me answer that this way: When the adminis- 
trative reserve was set up in the Department of State, which we did 
by working with the Under Secretary for Administration and I believe 
the Deputy Assistant Secretary, Mr. Wilber, it was understood and 
agreed in the communication between Mr. Lourie and Mr. Wilber that 
those funds in the administrative reserve could not be withdrawn for 
any purpose except under the authority of the Under Secretary for 
Administration ; so some control was put on any ultimate utilization of 
funds that had been put in the administrative reserve. 

I don’t know what they did with them. 

Mr. Harpy. That was going to be my next question. Do you know 
what happened to them ? 

Mr. Wricut. No, sir, that would be a Department problem. 

Mr. Harpy. Well, you were working on Department problems, 
though. 

Mr. Wricut. We weren’t working on what the Department would 
ultimately do with the funds that were put into the administrative 
reserve. We stipulated that they could only be used as authorized by 
the Under Secretary for Administration or the Assistant Secretary. 

We didn’t have operating responsibility or authority to say any- 
thing about how the Department used its funds. We could make 
recommendations, but we had no control over them. 

Mr. Mountain. Mr. Wright, I wonder if you would give us a brief 
description of the main elements of the Department of State’s or- 
ganization as you encountered them in your work. 

I think these charts can be opened up. 

(Department of State organization chart (policy) follows:) 
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Mr. Harpy. What chart is that? Is that chart taken from the 
Heller report ? 

Mr. Mountatrn. No, sir. This chart was constructed for the pur- 
poses of this hearing and is taken in part from the Heller report. It is 
a revision of a Heller chart with some of the details that are extraneous 
left out. 

Mr. Wricur. You would like me to talk about this? 

Mr. Mountain. Talk about the State Department organization 
from this. 

Mr. Harpy. First of all, let’s find out what that chart represents 
and what the validity of it is. 

Is it a valid chart and where did it come from? 

Mr. Mountain. We constructed that, Mr. Chairman; the staff drew 
that up and consulted with Mr. Wright as to whether this would be 
an adequate basis for him to give a description here of the State De- 
partment organization as he dealt with it. 

Mr. Harpy. Well, all right. 

The first thing, Mr. Wright, does that chart, as you examine it 
there, reflect accurately the structure of this part of the Department 
as you found it? 

Mr. Wricur. Yes, sir, it does on the substantive side. 

Mr. Harpy. That’s fine. Go ahead 

Mr. Wricut. Well, I’d like to say this: When we arrived in the 
State Department in July of 1953, there was no official organization 
chart of the Department of State. We had to, with the assistance of 
various people in the State Department, construct an organization 
chart. 

This chart on the wall here basically represents the fundamental 
aspects of the substantive side of the State Department. 

Do you want me to discuss what is done in there? 

Mr. Mountarn. Yes, what those blocks are. 

Mr. Wricut. Well, the Secretary obviously is the top man in the 
Department of State, as shown on that chart. 

On the left-hand side is the Under Secretary for Policy, who is of- 
ficially titled the Under Secretary—who was General Bedell Smith. 
He functioned pretty much as Acting Secretary of State in the Secre- 
tary’s absence, and he was almost entirely engrossed in the matters of 
foreign policy and the administration of foreign policy. 

Basically reporting to him, or through him to the Secretary were 
those five regional bureaus. Do you wish me to name them ? 

Mr. Mountain. Well, I think you might name them for the record. 

Mr. Wricut. Well, the five regional bureaus are: European Affairs; 
Near Eastern, South Asian and African Affairs; Far Eastern Affairs; 
Inter-American Affairs; and United Nations Affairs. Each one of 
those so-called regional bureaus, is headed by an Assistant Secretary 
of State. His basic responsibility, as we knew it when we were there, 
was to assist in the formulation of foreign policy and to recommend 
his particular concepts of foreign policy in the geographic area over 
which he had jurisdiction to the Secretary, and I assume that after 
that, if the Secretary approved, it was a matter of taking it up with 
the President or the National Security Council in order to obtain an 
authorized national policy on that particular aspect of foreign affairs. 
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Each one of the Assistant Secretaries of the regional bureaus 
fundamentally operated that way. Of course, the Assistant Secretary 
of the United Nations Affairs is not responsible for any particular 
piece of world geography. His basic job is to bring about the maxi- 
mum coordination of what they call multilateral foreign policies. In 
other words, foreign policy that cuts across the lines of the four basic 
regional bureaus. He is also responsible for backing up the United 
States Mission at the United Nations. So you might say that he deals 
in multiple foreign policy matters. 

Mr. Harpy. Well, we are still talking about policy, but where do we 
get the administration? Where is the control 

Mr. Wricut. Well, that chart, which is the substantive side of the 
Department, is involved in administrative work. Each one of the 
regional bureaus, as I remember it, had an executive director who was 
the principal officer in charge of the various administrative matters 
for that regional bureau, and the executive director would be staffed 
with a certain number of persons who specialized in personnel matters, 
or budget matters, or other administrative matters. The executive di- 
rector in each regional bureau was the funnel through which adminis- 
trative policies and programs, which were developed on the adminis- 
trative side of the Department, would funnel out to the various 
foreign posts for their guidance and their direction, and in the han- 
dling of administrative affairs. 

Mr. Harpy. How did they get that? Did they go through the 
Under Secretary for Policy and then spring through each Assistant 
Secretary ¢ 

Mr. Wricur. The theory, sir, was that on the administrative side— 


and we don’t have a chart up there right now—the theory was that on 
the administrative side the various heads of the various functions of 
which the administrative side was composed were —— to formu- 


late basic administrative policy, practice and procedure in the areas 
of personnel, money and things. 

Mr. Harpy. Did they? 

Mr. Wricut. Now, when I was there—may I just finish that, sir? 

Mr. Harpy. Go ahead. 

Mr. Wricutr. When I was there, or rather, when we were there, pre- 
sumably the Under Secretary for Administration had the authority and 
the responsibility to approve the policies and practices which were 
formulated by his subordinate administrative officers. 

When he a aoe those policies and practices, he would move them 
over to the substantive side of the Department, and presumably they 
would go through the Under Secretary, or as you show on the chart 
there, the Under Secretary for Policy. 

I don’t believe that that routine practice was followed. I believe 
that policies and practices, such as they were, which were developed 
on the administrative side, went direct from the various administra- 
tive officers to the executive directors in the various regional bureaus. 
That was the theory. 

Mr. Harpy. Such as they were. 

Mr. Wricut. Yes, sir. 

Mr. Harpy. It would seem to at least intimate that if such were 
developed it did not amount to much. 
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Mr. Wricut. Well, I wouldn’t say they didn’t amount to much. 
This gets into the whole problem with which we were confronted on 
the administrative side, I mean the formulation of practical adminis- 
trative policies and procedures. That is what we were studying. _ 

Without discussing the qualitative or quantitative aspects, I am just 
going through the 4 the organization was supposed to work. 

Mr. Harpy. Well, that is really what we want right at the moment; 
and, of course, every now and then you have to put up with me because 
I will get you off the track. It is unintentional, but that is just the 
way my thinking works. 

Mr. Mountain. Before we leave that chart, is it correct that the two 
Under Secretaries were equal, were coequal, in that Bedell Smith was 
Under Secretary for Policy and, under Public Law 2, Donold 
Lourie was Under Secretary for Administration, and that only in the 
sense that when the Secretary was away, the order of rank came up 
so that the Under Secretary for Policy became the ranking man in the 
Department. Is that correct? 

Mr. Wricgut. You asked me three questions and, if you don’t mind, 
I will answer each one of them. 

In our estimate, it is true that the Under Secretary for Policy, as 
you say, and, the Under Secretary for Administration were of equal 
stature in the Department. . 

Mr. Mountarn. Under the law? 

Mr. Wrieut. From the point of view of rank and, under the law, 
correct. 

The Under Secretary for Policy was, as I said in the beginning, 
largely, if not almost wholly, concerned with foreign policy matters. 
The Under Secretary for Administration, according to Public Law 2, 
of whatever Congress that was—83d Congress—had the full respon- 
sibility and authority to deal with all organization and administrative 
matters in the Department of State, and reported only to the Secretary 
of State. 

Mr. Mountain. Mr. Wright, I refer you to this second chart, which 
shows the main elements of organization of the Department of State 
in the years 1953-54 covering administration. 

Will you please describe that organization to us? 
| (Department of State organization chart (administration) fol- 

ows :) 
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Mr. Wrieur. Well, the organization that you have on this chart 
covering the administrative side of the Department is basically correct. 

To begin with, on the left-hand side of the chart there, the Assistant 
Secretary for Administration basically had two broad functions for 
which he was responsible. One function was in the Office of Operat- 
ing Facilities, where were located the Division of Communication and 
Records and, as I remember it, the Division of Central Services, 

It was in that area that we determined, for purposes of simplifica- 
tion, where things existed, sir, services upon which the Department 
in Washington, as well as the foreign posts abroad, depended, in the 
Office of Operating Facilities, 

For example, they had what we would call supply management, in 
other words, procurement; and they had communications, which is an 
extremely important and very extensive operation in the Department 
of State. 

Now, the Assistant Secretary for Administration was responsible for 
what we call money. He was responsible for budgeting, accounting 
and finance. He had other functions of an administrative character, 
but not as comparatively important as services and money. They 
were, as I remember it, cryptography work, language services, the li- 
brary, and other routine, general administrative services. __ 

Now, the Under Secretary for Administration also had another key 
administrative official called the Administrator, Security, Consular 
Affairs and Personnel and, of course, when we were there for a time at 
least he was responsible for the Office of Personnel which, at least in 
our view, was one of the most important functions in the Department 
of State. 

He also had in that block which you have termed “other” the various 
consular functions, such as the Division of Passport, the Division of 
Visa, and of course, he was also responsible for the administration— 
well, I don’t know the exact name, I think it’s the Refugee Act. 

But those basic functions, Consular Affairs and Personnel, were the 
fundamental responsibilities of the Administrator of Security, Con- 
sular Affairs and Personnel. 

Mr. Harpy. Let me see if I understand. The Consular Affairs, 
Passport and that sort of business, and Refugee program came under 
the Under Secretary for Administration rather than being a concern 
of the Under Secretary for Policy ? 

Mr. Wricut. The administration of the Consular Affairs. 

Mr. Harpy. Well, where did the policy aspects of that business 
come in ? 

Mr. Wrieur. Well, I believe that the policy with respect 
with regard to consular affairs ? 

Mr. Harpy. Well, we had a lot of discussion here not so long ago 
about the Refugee program. Where did the policy aspects of that 
one generate ? 

Mr. Wrieut. Mr. Chairman, we didn’t study the Refugee Act per 
se, but I would assume, just from the point of view of expressing a per- 
sonal opinion, that the policy with respect to the Refugee Act was 
written by the Congress which passed the act. 

Mr. Harpy. Well, my goodness, I never saw any congressional 
policy that didn’t have a lot of strings tied to it, and sometimes, a lot 
of contravention put into it by the administration of it. 
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Mr. Wricur. As I said, Mr. Hardy, we didn’t study the Refugee 
Act for its administration. This was not the assignment—— 

Mr. Harpy. I wasn’t thinking of the act as such, but I was just 
thinking about the fact—recently we have had a few arguments in 
connection with passports. We think there must have been some 
policy decisions involved in that which were not necessarily a reflection 
of congressional policy by any manner of means. And, I just won- 
dered where the policy with respect to those actions would have been 
generated and how they would have gotten down to the administrator, 

Mr, Wricut. Policies with respect to passports, visas, the activities 
of Consular Affairs, are generated in the area which is ‘entitled “Ad- 
ministrator, Security, Consular Affairs.” Those policies would then 
move up to the Under Secretary for Administration for final author- 
ization. 

Mr. Harpy. And, from him they would have been generated by the 
Under Secretary of Policy and then on back to the Secretary, is 
that right? 

Mr. Wricur. Well, I don’t think the Under Secretary for Policy 
would generate the policies. 

Mr. Harpy. This is a foreign policy ? 

Mr. Waicur. This is an administrative matter. 

Mr. Harpy. That’s right, so you are distinguishing here between 
your administrative policy ‘and your foreign policy ? 

Mr. Wricur. That’s correct. 

Mr. Harpy. All right. Then, as you found the situation, the Under 
Secretary for Policy, who at that time was General Smith, was not 
involved in administrative policy insofar as it might relate to such 
functions as passports and the Refugee program and personnel and 
that sort of business? 

Mr. Wricur. Of course, when—could I answer it this way 

Mr. Harpy. Answer it in any way that suits you best. 

Mr. Wricur. When the Secretary was out of town then the Under 
Secretary for Policy was the Secretary since the Secretary is ulti- 
mately responsible for ev erything in the Department. Then General 
Smith, as Leing Secretary, in his capacity of Acting Secretary, would 
certainly get in on various broad and important policies that were 
generated on the administrative side. 

Mr. Harpy. Now, then, you want the committee to understand that, 
as you understood it, he got into the functions of the Under Secretary 
for Administration, if we can call it that, only when he was performing 
the functions of the Secretary ? 

Mr. Wricur. Yes, sir, in his capacity as Acting Secretary. 

Mr. Harpy. So that the Under Secretary for Administration was 
not supposed to report through the Under Secretary for Policy, except 
at the times when the Under Secretary for Policy was acting as the 
Secretary ? 

Mr. Wricut. Then, inevitably, he would have to, because that’s the 
way the organization structure of the Department was set up. 

Mr. Harpy. Well, I think that is the way the statute was written, 
too, as I recall it. However, as I remember the testimony that we had 
last time, it didn’t always work that way. 

Mr. Wricur. Well, I don’t know what was said in previous testi- 
mony as to why it didn’t work that way. 
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Mr. Harpy. Well, I am going purely by memory, but as I remem- 
ber Mr. Lourie’s testimony, I was not sure that General Smith didn’t 
become involved in administrative matters at times when the Secre- 
tary was on the job in Washington, which wasn’t very often. 

Mr. Wrieut. Well, I will try to answer that this way, but I would 
like to first say that we were not too familiar as to how the Under 
Secretary for Policy handled administrative matters when he was 
Acting Secretary of State. 

As you know, we were not engaged in the actual day-to-day opera- 
tions of the State Department. That was not our function, nor was 
it our assignment. 

[ would say, off-hand, that when the Under Secretary for Policy is 
in the capacity of Acting Secretary, he is pretty much engrossed full- 
time with the matters of foreign policy f the administration of for- 
eign policy, and probably would have very little time to get into 
administrative matters. 

Mr. Harpy. Some people have a tremendous capacity for finding the 
time for things that they might have an interest in regardless of the 
fact that they are awfully busy with foreign policy. However, that is 
beside the point. That wasn’t a question. That was an observation. 
(io ahead, Mr. Mountain, get back on the track again. ; 

Mr. Mountain. Mr. Wright, your official title in connection with 
the State Department survey was “Job Head,” is that correct ? 

Mr. Wrieut. That’s correct, sir. 

Mr. Mountar1n. You were the principal man on the job from day 
to day for the Heller firm, is that correct ¢ 

Mr. Wrieurt. Well, I was in charge of the day-to-day operations. 

Mr. Mountarn. What was the first area within the Department to 
which you and your staff gave attention ? 

Mr. Wriegut. Could I answer that this way? I was the only staff 
down there for the first 30 days. We couldn’t get sufficient people to 
man all the authorized program areas, or the projects in those areas. 

In the beginning the staff, which was composed of one person, gave 
primary attention to the Office of Operating Facilities, on the left- 
hand side of that administrative chart. 

We moved into that area because we were requested to do so on the 
basis that the Department was just starting its new fiscal year, 1954 
I believe. Their appropriation was considerably less than the appro- 
priation for the previous fiscal year. Therefore, tremendous emphasis 
was being placed by the management of the Department on effecting 
every conceivable economy so that the Department could adjust its 
operations to the considerably lower budget of fiscal 1954. We knew, 
as a matter of experience, when we looked at the various operations 
in the Office of Operating Facilities, that there were good opportuni- 
ties there for contributing to this basic Department objective of achiev- 
ing economies. 

At that time also we were given the letters from the Director of 
the Bureau of the Budget and the letter from the President, Mr. 
Eisenhower, and the letter from the Secretary of State, all of them 
emphasizing the need to make every economy in Government agencies 
regardless of how small they might be; and therefore we concentrated 
on that first part of the job—on achieving savings and economies. 
64302—56—pt. 1——7 
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Mr. Mountarn. By savings, do you mean direct dollar savings im. 
mediately identifiable in allocations of funds or reduction of funds? 

Mr. Wricur. Yes, sir, that is exactly what I mean, but I would like 
to point out that our total program as approved by the Department 
was a good deal broader than effecting economies. 

We were asked to look into all administrative areas with a view to 
improving the management of the operation in those areas. In fact, 
it was shortly after we got there that we began looking into the over- 
all organization of the administrative side, so I would like to say 
that although in the beginning emphasis was primarily on dollars 
concurrently in relationship to the number of staff that we had, we 
were giving attention to the matters on the administrative side of the 
Deparment that were far more fundamental and far more important 
in strengthening the administration rather than cutting out expendi- 
tures in the Office of Operating Facilities. 

Mr. Harpy. Let’s see if I can understand what was involved in the 
Office of Operating Facilities. I would presume that the question of 
warehousing of supplies—that that was one item that your report 
discussed. 

Mr. Wricut. Yes, sir. 

Mr. Harpy. The warehouses and their operation would be 
“facilities.” 

What about courier service? Does that come under this Office ? 

Mr. Wricut. Yes,sir. Inthe Division of Communications and Ree- 
ords there was what they call the Diplomatic Pouch Branch, I believe, 
which was responsible for not only ienuiating the basic policies and 


practices by which the various pouches were handled, but in addition 


to that, operated the pouch room at the bottom of the new State Build- 
ing. It had the surface pouch, the air pouch, and the courier pouches. 
There are three basic pouch services. 

Mr. Harpy. And all three of those were in a separate division, is 
that right, in the Operating Facilities Office ? 

Mr. Wricurt. Yes, sir, they were a part of the Division of Commu- 
nications and Records which was one of the Divisions of the Office of 
Operating Facilities. 

Mr. Harpy. Then also in that category would have been the question 
of telegraphic and cable expense and arrangements and so forth ? 

Mr. Wricur. Yes, that was the Telegraph Branch which was also a 
part of the Division of Communications and Records. 

Mr. Harpy. Now, would that involve comprehensive overall filing 
responsibility, or was that some special records 

Mr. Wricut. No, sir; the responsibility for operating—not exactly 
operating—for setting down the basic ground rules by which the var'- 
ous divisions within the Department of State handled their current 
files-——- 

Mr. Harpy. Did that Office then have responsibility for the older 
files before they went to the Archives? 

Mr. Wricur. Yes, sir; they did. 

Mr. Harpy. And the current files then were retained, of course, in 
each of the operating sections presumably, but under policies and pro- 
cedures dovels 1 in the Bureau of Operating Facilities, if that is the 
name of it—Office of Operating Facilities? 

Mr. Wrieut. Theoretically, the Division of Communications and 
Records was supposed to set up a policy and the practices and proce- 
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dures by which the various other departments and branches of the 
Department of State handled their current records. 

In actual practice we, I believe, determined that they were not doing 
an adequate job of establishing those practices and procedures. In fact, 
I believe we devoted some time to working with the Department to 
straighten that situation out. 

Mr. Harpy. Well, the Office of Operating Facilities developed a 
policy with respect, or procedure with respect, to telegraphic commu- 
nication. How did they insure compliance with that procedure? 

Maybe I better ask you it the other way. Did they ever get com- 
pliance with it ¢ 

Mr. Wricut. They would get a certain amount of compliance. In 
our judgment they were not getting adequate compliance to do a good, 
economical job of providing telegraph services to the Department and 
at the same time maintaining adequate services. 

Mr. Harpy. Well, let’s just take that little item as a vehicle to see 
where we are going. Now, how did the procedure developed in the 
Office of Operating Facilities get to the operating bureaus? 

Mr. Wricut. Would you like to use that telegraph problem as an 
example? 

Mr. Harpy. Just take that as an example and follow it on through. 
Let’s see, if they developed procedures, how did they get to the operat- 
ing units? 

Mr. Wrienr. Well, I will start it this way: The Telegraph Branch 
wrote a rather simple regulation with respect to what sort of a com- 
munication warranted the use of telegraph facilities. That regula- 
tion was then distributed to all communication centers in the Depart- 
ment of State. The regulation was also printed in the State Depart- 
ment’s Manual of Regulations and Procedures. 

Mr. Harpy. All right, that’s what I was getting at. It got dis- 
tributed and it was printed in a manual. 

Mr. Wrieut. Yes, sir. 

Mr. Harpy. And presumably the distribution carried it directly to 
each operating unit? 

Mr. Wrieur. Correct. 

Mr. Harpy. Now, then—and I am not talking of a particular pro- 
cedure, I am trying to get the mechanics in my thinking at the mo- 
ment—then, when a regulation of that kind was issued, did the Office 
of Operating Facilities have the facilities for seeing whether com- 
pliance was had or whether the thing was just filed ? 

Mr. Wrient. An examination indicated to us that although the 
regulation had been written and had been distributed, inadequate 
measures have been taken to implement it. I mean to see to it that 
the regulation was adhered to. It was just a piece of paper that 
moved around the Department, but it was not followed up with ade- 

quate implementation or procedures by which you could determine 
Whether or not the various communication centers were adhering to 
the regulations. 

Mr. Harpy. I think we are going into great detail in the record 
but, after all, the individual who was sitting over here and had the 
responsibility for preparing that regulation didn’t have the authority 
to see that it was followed up, is that right ? 

Mr. Wrieut. He had some implied authority. 
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Mr. Harpy. Implied. Well, we get a lot of implications all over 
the universe but—— 

Mr. Wricur. Well, it was the implied authority that we, as a matter 
of this particular project, tried very hard to turn into actual authority 
and fix responsibility on the Telegraph Branch and on the various 
people in the communications centers of the Department to carry out. 

r. Harpy. I am learning that it doesn’t pay to work on implied 
commitments. 

Mr. Wrienrt. Implications don’t mean very much as a general 
theory, I would say. 

Mr. Harpy. I am thinking even now of the field notes, but we will 
get to that later on. 

Go ahead, Mr. Mountain. 

Mr. Mountain. On this Office of Operating Facilities, do we under- 
stand that the reason why first attention was given to that area was 
the necessity for taking immediate steps to meet a reduced budget, and 
that dollar savings were possible there in a direct sense ? 

Mr. Wricut. That was the principal reason, yes, sir. 

Mr. Mountarn. It was not because it was the most important area 
of weakness that your survey had uncovered in the Department ? 

Mr. Wricut. Do you mean our initial survey / 

Mr. Mountain. Your total—— 

Mr. Wricut. Before we started the work / 

Mr. Mountatn. Yes. 

Mr. Wricut. Not at all. I wouldn't say that. I would say that was 
one area in which we recognized opportunities for being productive, 
but there were far more fundamental areas, such as the whole business 
of the organization’s structure on the administrative side of the De- 
partment which actually was far more important in that first phase 
of the work. 

Mr. Mountain. Was this work in the Office of Operating Facilities 
selected as your first area of work because there was some doubt about 
the competency of your firm to work in the other areas? 

Mr. Wricut. Well, I never heard anybody express any fears about 
the competence of this firm to work in all aspects of the administrative 
side of the Department of State. I think if there had been any doubt 
in Mr. Lourie’s mind, or the Secretary’s mind, we would never have 
been hired. After all, the Department of State, which is to a certain 
extent perhaps a complex or rather difficult administrative problem, 
as far as our experience is concerned, is a rather small one. After all, 
they only had a hundred million dollars and about 19,000 people 
and Robert Heller & Associates has had plenty of experience, not 
only in industry but in Government agencies, where the amount 
of money spent per annum was considerably in excess of that and where 
the number of people have run over half a million, so when we first 
came down here and looked at this situation we knew that there were 
some difficulties there, but we were not deterred because, in effect, it 
looked like a reasonably simple administrative problem. 

Mr. Harpy. Don’t you realize that when you go monkeying around 
in the field of administration on this delicate and tender subject of for- 
eign policy, you have got something a little different from the aver- 
age run of things that you might otherwise encounter ? 

Mr. Wricut. I would agree with you, sir, that it is a little 
different 
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Mr. Harpy. I am asking you a question, I didn’t make any 
statement. 

Mr. Wricut. Well, you asked me a question and I would say, in 
reply, that it is a little different but it is not overwhelmingly different. 

Mr. Harpy. Don’t you get overwhelmed by just the atmosphere in 
the State Department ? 

Mr. Wricut. No, sir, I don’t think we were overwhelmed. 

Mr. Harpy. I am glad to see you still had your feet on the ground. 

Mr. Mountain. For the most part, Mr. Wright, your first 4% 
months of work under your contract, which began on July 13, 1953, 
was limited to the Office of Operating Facilities, is that correct ? 

Mr. Wricur. Largely; yes sir. We had a few concurrent things 
moving there, but this was the big emphasis in the beginning. 

Mr. Mounrarn. At the conclusion of your contract and its exten- 
sion, was there written a final report ? 

Mr. Wriegut. Yes, we wrote a summary record. 

Mr. Mountatn. Who authored this report ? 

Mr. Wriecur. It was authored by the entire staff. 

Mr. Mountain. Were there principal authors with editors on the 
final version responsible for it ? 

Mr. Wricut. Everybody on the staff was responsible for the report. 

The people being principally responsible for a given part of the 
total work wrote the first drafts. Then the whole staff would go over 
those drafts to make sure that the substance and the accuracy met with 
their approval. It’s a staff job, nobody writes a section of the report. 
Everybody writes the report. 

At the end when the entire draft was completed, then Mr. Elmendorf 
and I sat down and edited the information for clarity and for brevity, 
but the substance of the work was done by the entire staff that worked 
on the State Department job. 

Mr. Harpy. You and Mr. Elmendrof didn’t take out any substance 
that your staff felt ought to go into it ? 

Mr. Wrieut. If we had I think the staff would have objected vio- 
lently, and we don’t operate like that in our company. 

This is a group job. 

Mr. Harpy. That’s the kind of testimony I wanted to get. So that 
when you came up you had the best convictions and the best judgment 
of all of your staff people that participated in this work ? 

Mr. Wrieut. That is correct, sir. We work that way on every job. 

Mr. Harpy. And the committee can understand that in the editing 
job you and Mr. Elmendorf didn’t take out some very significant part 
of the report simply to please the whim of somebody in the Depart- 
ment of State ? 

Mr. Wrieut. We didn’t do that sir, and as a matter of policy we 
don’t write reports and we don’t do our work to please the whimsies of 
People, We write them because we think this is the way the client 
ought to operate in order to do the best possible job for the money 
which they spend. 

Mr. Harpy. And the committee can understand that your study and 
your report were completely objective ? 

Mr. Wrieut. Definitely. 
Mr. Mountain. When was this report submitted ? 
Mr. Wrieut. May 15, 1954. 
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Mr. Mounrarn. I shall hand you this document and ask you to 
identify it for the record. 

- Mr. Wrient. Do you mind if I just make sure that all the pages are 
ere. 

Mr. Mountarn. I don’t mind. 

Mr. Harpy. Actually, what is that? Is that a mimeograph? 

Mr. Mountarn. A mimeograph. 

Mr. Harpy. That was prepared, I believe, in our office, was it 
not ¢ 

Mr. Mountarn. No, sir; this is their origina). 

Mr. Wricur. Yes, sir; this is a copy of the report which we sub- 
mitted on that date. 

Mr. Mounrarn. This is a copy of your final report transmitted to 
the Department of State on Muy 15. 1954? 

(The document referred to will be found in the appendix as ex- 
hibit A, p. 363.) 

Mr. Wricut. That is correct. 

Mr. Mounrarn. I shall refer you to exhibit I in this report, Mr. 
Wright, which is a schedule of estimated savings to be made in fiscal 
1954 and fiscal 1955 by the Department as a result of your work. 

Would you please read for us the areas in which your projects 
shown on this exhibit were conducted ? 

Mr. Wricut. You want me to read the primary areas? 

Mr. Mountarn. Yes, sir. 

Mr. Wricut. Well, under the major heading “Completed Allot- 
ment Withdrawals, Fiscal Year 1954 and Estimated Economies, Fiscal 
Year 1955” the major program areas are the Division of Central 
Services and the Division of Communications and Records. 

Mr. Harpy. Both of them are in the Office of Operating Facilities? 

Mr. Wricut. Yes, sir, that is correct. 

The various projects under those major program areas, for example. 
under the Division of Central Services are: Inventory reduction, New 
York, N. Y.; inventory reduction, Washington, D. C.; reduction in 
envelope inventory and forms review and control. 

Under the program heading “Division of Communications and 
Records” there were the following projects: Air pouch, weight limita- 
tions; courier pouch, weight limitations; courier pouch, reduction of 
routes ; and courier pouch, reduction of couriers. 

Shall I proceed ? 

Mr. Movuntarn. Will you, please. 

Mr. Wrieur. Under the major heading entitled “Incompleted Allot- 
ment Withdrawals, Fiscal Year 1954 and Estimated Economies Fiscal 
Year 1955,” and under the major program heading “Division of Cen- 
tral Services” are the following projects: Transfer of warehouse 
operations to General Services Administration; direct deliveries of 
bulk paper; overseas procurement; United States Dispatch Agency, 
services for other agencies; and United States Dispatch Agency, per- 
sonal shipments. 

Under the major program heading entitled “Division of Com- 
munications and Records,” is the ena Telegraph, volume control. 


Finally, under the program heading entitled “Special Assignments” 


are the two projects: Tabulating machine installations; and corre- 
spondence review staff, executive secretariat. 
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Mr. Harpy. All of these items come under the Office of Operating 
Facilities; is that right ? 

Mr. Wricur. Well, I will have to look there for just a second. All 
of them come under the Office of Operating Facilities except the corre- 
spondence review staff, executive secretariat. 

Mr. Harpy. Where would that show ? 

Mr. Wricut. The correspondence review staff is part of the execu- 
tive secretariat, which is in the Office of the Secretary of State. It is 
not shown on that chart. 

Mr. Harpy. So then that was completely outside the area of juris- 
diction of the Under Secretary for Administration ? 

Mr. Wricut. I don’t think the administrative aspects of that would 
be outside of the jurisdiction of the Under Secretary for Administra- 
tion. He would be responsible largely for looking at the sums of 
money spent in that area. That would be his jurisdiction. 

Mr. Harpy. Well, in the course of your study, did you get into the 
field of personnel management to any appreciable degree ? 

Mr. Wricut. Yes, sir; we did. 

Mr. Mountain. Mr. Wright, will you read from exhibit I the total 
savings shown as estimated for fiscal 1954 and fiscal 1955 in carrying 
out these projects ? 

Mr. Wrieut. Well, under the heading “Completed Allotment With- 
drawals, Fiscal Year 1954,” the total sum of money representing econ- 
omies amounted to $365,535. 

That amount of money, according to the records of the Department 
of State, which they gave us—and those records confirmed our own 
figures—was put in the administrative reserve. 

The projection with respect to economies which could be achieved 
in fiscal 1955, provided two things: First, that the State Department 
carried out the recommendations which we had made in 1954, that 
is, carry them out in 1955; and, second, assuming that the workload in 
those areas was approximately the same or would be approximately 
the same in 1955, amounted to $591,331. 

Mr. Harpy. Do I understand that actually they did transfer to 
the administrative reserve for fiscal 1954 the three-hundred-and-sixty- 
five-thousand-odd doilar figure that you mentioned there, earlier ? 

Mr. Wricut. That was our understanding, sir. We had a letter 
from the Office of Budget and Reports giving us the numbers on the 
various allotment withdrawal forms and indicating precisely the 
figures which we have shown in this exhibit. 

Mr. Harpy. So that if actually they did save that much money 
in fiscal 1954, during that one year they more than saved the cost of 
the work performed by the Heller Associate ? 

Mr. Wrieurt. I would say so, just looking at the dollar figure. 

_ Mr. Harpy. You have no subsequent information indicating that 
In the final analysis the savings did not reach that amount ? 

Mr. Wrieut. We have no precise information or no evidence that 
any figure other than this $365,535 was the amount of money which 
they put in the administrative reserve while we were in the Depart- 
ment. 

Mr. Harpy. And you have no information as to what they did with 
that after they put it in the reserve ? 

Mr. Wrieurt. No, sir; we don’t have any information and I don’t 
think that we properly should have. 
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The question of what they did with this money is a Department 
responsibility. 
Mr. Harpy. Well, we will find that out from the Department but 


I just thought that if, in the course of your work of followup, you 
had any information, the committee would like to have it. 

Mr. Wriceut. I would like to correct that. As I remember it, in one 
of the projects that we undertook there was a question of obtaining 
additional personnel to carry on the work, and as I remember, some of 
that $365,535 was withdrawn for that purpose. I believe it states, 
sir, in the record here somewhere. I think it is perhaps in the records 
project. They took about $12,000 to obtain additional hands to 
straighten out the records, their dormant records, so I do know that 
that money was withdrawn. 

Mr. Harpy. Well, that was a function that they otherwise would 
not have carried out; is that right ? 

Mr. Wricur. Well, they needed the money to carry out the recom- 
mendations which we had made and which they approved. 

Mr. Harpy. But that was for straightening out their dormant 
records? 

Mr. Wricut. Yes, sir. 

Mr. Harpy. But they hadn’t included any funds for that when their 
budget was originally set up? 

Mr. Wrieurt. I don’t think they had. sir. 

Mr. Harpy. And if they hadn’t had these savings from some other 
sources they wouldn’t have had the money to do it with? 

Mr. Wricur. Presumably that would have been the case. 

Mr. Harpy. So by now the records would have been in even worse 
a than they were then? 

Mr. Wrieut. I think that is a logical conclusion. 

Mr. Movunratn. The second part of your exhibit shows “Incom- 
pleted allotment withdrawals.” 

Will you explain those and read the totals for us, Mr. Wright? 

Mr. Wrienrt. The total on “Incompleted allotment withdrawals for 
fiscal year 1954” amounted to $489,172. 

Mr. Harpy. “Incompleted withdrawals.” what does that mean? 

Mr. Wricnr. It means, sir, that on these various projects which are 
set forth under the major title here “Incomplete allotment with- 
drawals” we had made various recommendations over a period of time 
to the State Department to institute certain reforms and improved 
methods of operation in these various projects which are listed here 
on this sheet of paper. 

Mr. Harpy. bot me see if I get this picture. You made recommend- 
ations for $489,172 and out of which they actually put in the reserve 
$365,000, is that right ? 

Mr. Wricut. No sir. I beg your pardon, you are correct. I mis- 
read this column here. That is right. 

The total economies which could have been achieved if the Depart- 
ment carried out all the recommendations made would have amounted 
to $489,172. Of that sum actually $365,535 was, according to the 
records we received from them, put in administrative reserve. 

The $123,637 represented economies which the Department could 
have achieved had they carried out all the recommendations which we 
made with respect to money. 
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Mr. Harpy. Well, percentagewise they did pretty well even at that 
to adopt that much of it. 

Mr. Mountatn. Those are only the fiscal 1954 figures, is that correct, 
Mr. Wright? 

Mr. Wrieut. That is correct. 

Mr. Mounratn. Will you give us the projected figures for 1955? 

Mr. Wrieut. The projected figures for 1955, based on projects 
which the Department had completed, amounted to $591,331 in fiscal 
1955. 

Mr. Harpy. That is the same figure we had awhile ago? 

Mr. Wrieut. Yes sir. 

Mr. Harpy. You don’t have anything to indicate what they had 
actually done to implement that because this fiscal 1955 hadn’t even 
begun when your contract was completed ? 

Mr. Wrieut. That is right, but you can project. 

Mr. Harpy. Oh ves, that is correct. You were projecting the sav- 
ings on which you could account for $365,000 having been saved in 
fiscal 1954. So you have no official knowledge as to what action was 
taken by the State Department to continue to effect economies which 
had been started in fiscal 1954 ? 

Mr. Wrient. No sir, we have no information. 

Mr. Harpy. So that is something we will get Mr. Carpenter to give 
usa little later on. 

Mr. Wricut. The projected economies in fiscal 1954 for the incom- 
pleted projects amounted to $731,048. The total of all economies 
which could be achieved by the Department in fiscal 1955 had they 
continued all the operations, the improved operations, which we pro- 
posed, would have amounted in fiscal 1955 to $1,322,379. 

Mr. Harpy. Would that have involved some appreciable reduction 
in personnel ¢ 

Mr. Wrieur. I wouldn’t ssy appreciable, no, sir. Some of these 
economies were based on a reduction in the number of personnel used 
in the operation of these various projects. 

Mr. Mountatrn. Mr. Wright, will you turn to page 21 of your report 
and refer to the summary which appears on that page. 

Is this a summary of the first 4 months of your work ? 

Mr. Wrient. It is a summary of a part of the work which was well 
underway at the end of our first assignment; it is not a summary of 
all the work in which we were engaged during the first part of the 
assignment. 

Mr. Mounrarn. Is it a textual summary with a special reference to 
the savings mentioned in exhibit I? 

Mr. Wricnur. It is, sir, and it represents largely a summation of the 
work which was done in the Office of Operating Facilities. 

Mr. Mountain. Will you read that summary for us? 

Mr. Wricut. The whole summary ? 

Mr. Mountatrn. Please. 

Mr. Harpy. How long is it? 

Mr. Mounratn. It is one page. 

Mr. Harpy. If you don’t mind, read it into the record for us. 

Mr. Wrieur. It is entitled, “Summary” and the text says: 

In summary and as illustrated by exhibit I, the work of Robert Heller & Asso- 


ciates in connection with the Office of Operating Facilities resulted in recom- 
mendations which, if adopted, in full could have yielded economies in fiseal 1954 
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of over $480,000. As of May 1, only $365,535 had been placed in the administra- 
tive reserve. Moreover, all of these savings did not come from the $4,772,015 
noted earlier as the allotment to the two divisions of the office given considera- 
tion. About $87,000 of the $365,535 was recovered through withdrawals from 
allotments of the regional bureaus made possible because of new policies insti- 
tuted by the Office of Operating Facilities. 

The dollars saved in fiscal 1954 are less significant, by far, than the knowledge 
gained regarding the lack of control exerted over the Department’s available 
funds. Lack of control is to be seen in the projects just described, and can be 
generally illustrated by the facts that the administrative management of the 
Department does not have suitable data to measure costs, does not have adequate 
rules for achieving economy and efficiency, does not insist on compliance with such 
rules as do exist, and is slow to take steps to overcome wasteful practices. 

As a first step in the Department’s future program to control expenditures, the 
recommendations, on which no action had been taken by May 1, should be recon- 
sidered with a view to adoption. This would, at least, assure new gains in econ- 
cimy for fiscal 1955. In addition, consideration should be given to yet untapped 
sources of economy and opportunities to promote efficiency, including a strength- 
ening of administrative policies and a reorganization of the administrative side of 
the Department, as outlined later in this report. 

Mr. Mountain. Mr. Wright, we intend to return to some of the 
points raised in your summary, but for the present let us discuss the 
second phase of your work at the Department. The basic contract was 
extended after November 30, 1953, for a 6-month period, was it not? 

Mr. Wrieur. That is correct, sir. 

Mr. Mounrarn. And this work was covered by a supplemental 
agreement ? 

Mr. Wricur. That is right. 

Mr. Mountarn. Under which you carried out the same seven basic 
tasks that you began with under the original contract ? 

Mr. Wricur. Yes, we continued to work those areas. 

Mr. Mountarn. After November 30, however, you undertook work 
on additional projects, is that correct ? 

Mr. Wricut. We undertook work in the field of personnel manage- 
ment at that time and we enlarged the whole scope of our organiza- 
tion work during the second phase of our assignment in the 
Department. 

Mr. Mountarn. Did you also work in the area of budget and 
finance ? 

Mr. Wricut. Yes, sir; that was probably one of the most important 
areas which we also began work on during the second phase of our 
assignment with the Department. 

Mr. Mountain. Were these projects selected in terms of direct- 
dollar savings ? 

Mr. Wricut. Well, we recognized in the preliminary review that 
substantial economies could ultimately be achieved in the Depart- 
ment’s financial, budgetary work and that equally important economies 
could also be obtained in the whole field of personnel management, 
but the primary objective was not economy, it was improved manage- 
ment of these two very important facets in the whole Department’s 
operation. In other words, people and money. 

Mr. Mountarn. To what extent did these projects involve the 
operations of regional bureaus? 

Mr. Wricut. They had an important bearing on the regional 
bureaus. 

In the final analysis, it is the regional bureaus who sit over the 
worldwide organization of the State Department, and those regional 
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bureaus are responsible for carrying out policies and procedures au- 
thorized by the administrative side of the Department with respect 
to the use of people and the use of money, and therefore, we had quite 
a lot to do with the executive directors of the regional bureaus in this 


second phase of the work. 

Mr. Mountain. Was this true to a greater extent than in the earlier 
phase of your work with the Office of Operating Facilities? 

Mr. Wrieut. Do you mean did we have more to do with the regional 


bureaus ? 
Mr. Mountain. Yes. 
Mr. Wrient. We had more to do with the regional bureaus on that 


phase of the work; yes, sir. 
Mr. Mountatn. Did you summarize your work in these later proj- 


ects in your final report ? 
Mr. Wrieur. We did. 
Mr. Mountain. The summary in your final report covered the 


entire 10 months of your study ? 
Mr. Wricut. It did, sir. 
Mr. Mountain. I refer you to page 66 of your final report in which 


your general conclusions appear. 
Mr. Harpy. Mr. Mountain, you have there before you page 66 of a 
report of the Heller Associates which have the general conclusions? 


Mr. Mountain. Yes, sir. 

Mr. Harpy. Why don’t you just go ahead and—can’t we insert that 
in the record at this point or should it be read in? 

Mr. Mountain. It should be read in. 

Mr. Harpy. Go ahead and read it. 

Mr. Mountain. Mr. Wright, I will read the general conclusions 
into the record and ask you to check me if there is any error. 

Mr. Harpy. Well, he has already identified the report which you 


are reading from. 
Mr. MountaIn (reading) : 


During its work, Robert Heller & Associates had ample opportunity to observe 
and evaluate the administrative process in the Department and at selected foreign 
posts. It should be borne in mind that the character of the assignment, as 
initiated by management, was primarily to stimulate action rather than to make 
surveys and write reports. In collaborating with management, assisting them 
to bring about economy and efficiency, it was necessary to work closely with a 
great many administrative officers and subordinates. Time available and type 
of assignments selected by the Department limited somewhat the breadth of the 
field to which consideration was given, but because of numerous projects under- 
taken a knowledge of virtually all administrative activities was developed. 
After 10 months work, exemplified by previous sections of this report, the most 
outstanding impression gained of administrative management is its inability to 
get things done with facility. Not only is it hesitant to exercise authority, be- 
cause of deference to opposition encountered, but also there is a marked lack of 
understanding of the requirements of good management. This adds up to pro- 
duce a tolerant rather than an aggressive attitude toward administrative affairs. 

Funds which will be administered by the Department, salary and expense and 
reimbursement, in fiscal year 1954 will be on the order of $97 million. Appropri- 
ation reauests for fiscal year 1955 are of the same magnitude. By comparison 
with some other departments and agencies of the Government, funds available 
to the Department of State are not large. On the other hand, $97 million is a 
substantial amount in itself and, as demonstrated, provides room for considerable 
economy. There is obviously a need for more intense effort in this direction but, 
perhaps even more important from an administrative point of view, is a need 
for more energetic attention to promoting efficiency. More efficient operations 
could materially aid in easing the burden on the substantive side of the Depart- 
ment where foreign affairs are conducted. 
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For the reasons set forth, reorganization of the administrative side of the De 
partment has had active consideration for many years. About 10 years ago 
it became manifest that fundamental organization adjustments were needed to 
enable the Department effectively to guide the new role of the United States in 
world affairs. Since 1944, about 8 major efforts have been made to assist 
the Department to modernize and strengthen its organization. Most of these 
gave attention to the administrative matters and, in each instance, some progress 
was made. 

Despite organization changes of the past few years, including a major one 
stimulated by the Commission on Organization of the Executive Branch of the 
Government (the Hoover Commission) and a more recent one in which the posi- 
tion of Under Secretary for Administration was created, administrative manage. 
ment can still be invigorated. While structure can be improved, as recommended, 
the fundamental remedy would appear to be a change in attitude, throughout 
the Department, with respect to administration. 

As noted elsewhere, in connection with personnel management and controller- 
ship, there is a spirit, if not a tradition, of self-sufficiency prevalent on the sub- 
stantive side of the Department. Regional bureaus tend to hold aloof from 
accepting policies and services from the administrative area of the Department 
and to oppose suggested improvements in basic practices. It, therefore, should 
be understood that before administrative management can effectively assert it- 
self, substantive officials must accept the point of view that good administration 
can be of real assistance to them. 

It is recognized that substantive personnel are engrossed in the main business 
of the Department, which is to conduct foreign affairs, and, understandably, 
have insufficient time and little inclination to give serious attention to refine- 
ments of administrative matters except to make certain that administrative 
tools are close at hand and readily available to them. Nevertheless, they are 
the predominant influence in the Department and could support and uphold 
the work of the administrative side if they were confident that administrative 
policies and services were practicable and realistically took into account the pe- 
culiar needs of each of the regional bureaus. 

Substantive and administrative work are interdependent with a common 
objective of seeing that foreign affairs are properly conducted. Nevertheless, 
the functions are different, calling for employment of different types of skills 
It would seem logical, therefore, that acknowledgement of this situation, to- 
gether with the fact that the Department requires a high order of administra- 
tive policies and services, would lead to energetic efforts to encourage the best 
use of administrative skills. Thus, substantive work could be better supported, 
the interested of economy and efficiency served, and the Department of State 
strengthened as a whole. 


Mr. Harpy. Is that the end of it? 

Mr. Mountarn. That is the conclusion of it. 

Mr. Harpy. Mr. Wright, in substance then, from your conclusions, 
it seems to point out that the key to success or failure of adiministra- 
tive improvement rests with the Assistant Secretaries in charge of the 
regional bureaus, is that right? 

Mr. Wrieurt. I think, sir, that they could play a very important 
and essential part in strengthening the administration of the Depart- 
ment. I wouldn’t say that they were the only people. I think they 
are a very important group of people. 

Mr. Harpy. What this thing said to me, and maybe I just didn’t 
understand it, it said to me that it didn’t make much difference what 
kind of regulations or procedures were prescribed by the Assistant 
Secretary for Administration or the Under Secretary for Administra- 
tion which might have been developed down in the Office of Operating 
Facilities, it doesn’t matter too much what they send over there unless 
the Assistant Secretary of a particular bureau wanted to put it into 
effect. Unless a particular Assistant Secretary of a bureau wanted to 
put it into effect, he didn’t do it. 
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Mr. Wrieut. He was inclined to avoid it if, in his judgment, he 
thought it impaired his control over the money, the people and things 
that he needed to run his whole regional bureau. 

Mr. Harpy. That is right, so that it was his judgment exclusively, 
and if it interfered with some pet theory that he had, he didn’t have 
to do it. 

Mr. Wrieut. I think that is correct, yes, 

Mr. Harpy. Actually, what machinery is there in the whole Depart- 
ment of State to cause to be put into effect procedures which might be 
developed in any one of the groups under the Secretary for Admin- 
istration ? 

Mr. Wrient. What procedures existed while we were there to do it ? 

Mr. Harpy. That is right. 

Mr. Wrieut. Well, when we were first there it was the Under Sec- 
retary for Administration who, certainly on paper, had the authority 
and responsibility for seeing that those things were done, and to a 
very large extent did see that they were done. 

Mr. Harpy. Did he have authority to require the Assistant Secre- 
taries in charge of the regional bureaus to put them into effect? 

Mr. WrieHr. He could not go to a regional bureau and say, “You 
do this,” but he could authorize a policy which then became the 
authorized policy of the Department of State; and the regional 
bureaus then were responsible for setting those policies up and for 
seeing to it that those policies were carried out. 

Mr. Harpy. Suppose they didn’t ? 

Mr. Wricur. If they didn’t, then the organization system which 
they had would operate about like this: The Under Secretary for 


Administration could go to the Secretary of State and he could say, 
“Assistant Secretary so-and-so of this regional bureau is deviating 
from this authorized ane eee 


Mr. Harpy. And the Assistant Secretary of that particular regional 
bureau would say, “I have been here a lot longer than this brand new 
Secretary of Administration ; let’s get rid of him.” 

Mr. Wrienr. I don’t know whether he would say that. 

Mr. Harpy. I don’t know whether he would or not, but I wonder. 

Mr. Wricur. Well, we never heard any conversation along that line. 
I am just trying to sketch out what would happen. After all, the 
Under Secretary. for Administration did not have what we would call 
direct authority over bureaus. He had-what we call a functional 
relationship. He was responsible for setting up those policies and 
programs. He was supposed to be a specialist in the administrative 
field. Once he set up a policy, then the regional bureaus were obliged 
te carry it out. If they did not carry it out, he could go to ‘the 
Secretary and say, “You are the boss.” 

Mr. Harpy. Did you ever hear of one doing that ? 

Mr. Wricur. “You go down and tell the regional bureaus to do 
the job.” 

Mr. Harpy. Did you ever hear that he ever did it? Is there any 
record of it ever having been done / 

Mr. Wrieur. I don’t know. As I say. what you are doing, you are 
getting right to the heart of the problem that exists. 

Mr. Harpy. That is what I am aiming to do. 

Mr. Wrient. I don’t want to enlarge on this whole organization 
problem except to reply to your direct questions. 
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The problem there is how do you get a strong administrative 
organization so that the regional bureaus will adhere to the basic 
policies and practices with respect to administrative affairs? That is 
the big ao in the Department. 

Mr. Harpy. Let’s talk about budget for a moment. How are the 
funds appropriated to these people in the regional bureaus ? 

Mr. Wricut. Basically they get, I believe, what is termed a block 
or a bulk allotment of funds from the administrative side of the 
Department. 

Mr. Harpy. Do they generally get it written in a committee report 
when the appropriations bill is passed ¢ 

Mr. Wricur. I don’t know the precise details. That was not my 
particular field of intense activity. I know generally what went on 
there. Mr. Ames was in that field. I do believe that the regional 
bureaus are supposed to come up to the Appropriations Committees 
on the Hill and support their requests for funds. 

Mr. Harpy. It was my understanding that they did, and if it was 
not written in the appropriations bill, it was written somewhere in 
behind the scenes, maybe in the unpublished report in the Appropria- 
tions Committees, because sometimes we have just about as much 
trouble getting those as we do getting information from the Depart- 
ment of State. 

Mr. Wricut. Well, I do know that the regional bureaus got a block 
allotment of funds from the administrative side. 

Mr. Harpy. After they get that allotment of funds, if they don’t 
see fit to put into effect corrective procedures, they just tell somebody 
where to go jump. 

Mr. Wricur. I think they are inclined to use the funds in accord- 
ance with their best judgment as to the need of the entire region and 
the foreign posts which comprise it. There is, at least in our judg- 
ment, very inadequate control on the administrative side with respec: 
to what the regional bureaus do with the money. That is one of the 
things that we tried to correct in certain recommendations that we 
made, not only in regard to budget and financial procedures and prac- 
tices, but also in the organization aspect of what we call the Control- 
ler’s function on the administrative side. 

Mr. Harpy. Well, to get back to the point we started on a moment 
ago, the Under Secretary for Administration may promulgate a policy, 
a procedural policy, which is developed down in the Office of Operating 
Facilities. He issues a memorandum, and he sends it to all of the 
operating branches, and he puts it in his manual of procedures. It is 
a nice place to bury it unless somebody wants to use it. But anyway, 
a copy of this thing has gone down to the Assistant Secretary for Far 
Eastern Affairs and he looks it over and he says, “Well, that doesn't 
apply to me; I just don’t want any part of it; I am not going to mess 
with it, and just forget that it is in here.” 

And, so far as his office is concerned, it doesn’t go into effect unless 
he sees fit to put it into effect. Isn’t that right ? 

Mr. Wricurt. Yes, sir, that is right, in part. Could I amplify that 
a little bit? Only very major administrative policy would generally 
come to the attention of the Assistant Secretary. Again, he is basically 
a substantive official. However, these policies which you are describing 
would go to his executive director and the executive director would 
pretty much use his own judgment as to whether or not that executive 
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procedure applied to the administrative condition in that regional 
bureau, and Me would, if he so elected, decide that he would revise the 
recommendation, modify, write a new one, or perhaps ignore it. 

Mr. Harpy. The fact of the matter is this executive director might 
leave it up to people in the field as to whether or not they wanted to 
operate under that procedure; is that right 4 ; : ; 

Mr. Wricut. He might send it out to them just as a routine piece 
of information and then leave it up to them pretty much. 

Mr. Harpy. And if they decided they didn’t want to fool with it, 
unless he chose to press it, it didn’t get done. 

Mr. Wricur. I think that is correct, sir. 

Mr. Harpy. Did you follow through on some of these specifics to 
see What happened to them ? 

Mr. Wricnt. You mean some of the recommendations we made, 
what happened ? 

Mr. Harpy. That is right. 

Mr. Wricut. Yes. 

Mr. Harpy. We started talking a while ago about telegraphic proce- 
dural recommendation; let’s take that one and see if we can follow 
it from its inception and see what happened to it. 

Mr. Mountain, you go ahead and work that in. 

Mr. Mounratn. I wonder, Mr. Wright, if you would perhaps tell 
us about telegraphic volume control and its relation to the statement 
in your general conclusions that the Department is hesitant to exer- 
cise authority. 

Mr. Wricur. You are talking about the conclusions we reached on 
page 21 and make some comparison with that to this telegraph—— 

Mr. Mountarn. In your general conclusions, which were on page 
66, you make the statement that the Department is hesitant, the admin- 
istrative side of the Department is hesitant to exercise authority, and 
the reference has been made to telegraph volume control, as referred to 
in your report on page 17. I wonder if you could perhaps tell us the 
relationship of the two. 

Mr. Wrieut. We got into that telegraph business because we realized 
the Department spent a considerable amount of money there. We had 
seen some telegrams on subjects which, at least in our judgment, didn’t 
appear to warrant the expense involved in telegraphic transmission. 

We looked around to find out if there was a regulation or rule by 
which communication senders would be guided in determining whether 
or not a certain message should go by telegraph or one of the pouch 
services, and we found in the Manual of Regulations a regulation—I 
forget the precise number—I think it was 601.2 or something of that 
sort—it w.is a very brief statement which, in effect, outlined in a gen- 
eral way the control with respect to whether a message should go by 
telegraph or some other means. 

We then checked back into the various communication centers to find 
out what procedures had been established to police that regulation and, 
I believe, we found that there were no procedures. 

We checked into the Correspondence Review Staff, which is part of 
the Executive Secretariat, and found that in the course of their work 
uring 1953, they had only rejected about 2 percent of all telegraph 
messages as being those which could have gone by some less expensive 
but equally satisfactory means. 
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We then worked with the head of the Telegraph Branch in the 
Division of Communications and Records, which is part of the Office 
of Operating Facilities, to see to what extent they had established 
any procedures or methods for controlling telegraph volume, and we 
found that they had nothing. 

We went to work then along these lines: First, we drew up a 
new definition or regulation which, at least in our judgment, was far 
more clear and definitive as to what would constitute or warrant the 
transmission of a message by telegraph. This was to substitute for 
the existing regulation. And we proposed that the Department adopt 
that regulation. We also proposed as a matter of implementation that 
a person in each communications center be given responsibility and 
held accountable to see that all telegrams that moved across his desk 
complied with this regulation. 

Where he found that a message could be transmitted in the air pouch, 
let us say, and reach Western Europe in plenty of time, he was then 
supposed to reject that message, turn it back to the person who origi- 
nated it, and say, “What about sending this 250-word message in the 
air pouch? It will be in the air pouch this afternoon at 5 o’clock and 
it will be in London tomorrow morning at least by 9 or 10, and you 
will save a lot of money.” 

So we fixed the centers of responsibility in each one of these com- 
munications centers to do that. We also set up another check point in 
the Telegraph Branch where, again, messages would be checked and if 
messages had gotten out of the communications centers which could 
have gone, say, by the air pouch, then somebody in the Telegraph 
Branch who had the authority to check these messages would pick it 
up at that level. 

In any event, we then set up some forms to be used by all communica- 
tions center and the Telegraph Branch to tabulate what you could call 
deviations from the established authorized regulation so that at the 
end of periodic intervals, the Director of the Communications and 
Records and the Assistant Secretary for Administration, to whom he 
reported, could get a tabulation of just to what extent the Department 
was adhering to this regulation. 

Mr. Harpy. Did you see any of that work ? 

Mr. Wrieur. Could I just Anish this example, sir ? 

Mr. Harpy. Go ahead. 

Mr. Wricut. On that basis, management, on the administrative 
side, would have had a record at periodic intervals which indicated to 
it whether or not the Department as a whole was adhering to this 
authorized regulation. 

Those were the series of implementing recommendations in this 
whole program which we had undertaken to help the Department get 
telegraph volume under control; and, as you know, from the report, 
a rough estimate indicated that a pound of telegraph messages cost the 
Department about $2,000. Those telegraph messages, if put in the air 
pouch, would have cost the Department $1.67. 

Our examination of telegrams over a long period of time, an exam- 
ination in which the personnel of the Department assisted us, indicated 
that anywhere from 30 to 35 percent of all telegraph messages leaving 
the Department and coming in were nonurgent in character and could 
have been transmitted just as well by the air pouch, or, in some cases. 
even by the surface pouch. 
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Mr. Harpy. Was that recommendation put into effect while you 
were still operating ? 

Mr. Wrieut. It was not. 

Mr. Harpy. You do not have information that it has subsequently 
been put into effect ? 

Mr. Wricur. I don’t know; I haven’t heard. 

Mr. Harpy. Did you make an analysis of a large number of tele- 
grams and select those that you felt could just as well be handled in 
the air pouch ? 

Mr. Wricut. Yes, sir. 

Mr. Harpy. And you developed a percentage on the basis of a 
sampling procedure which might have been handled by air pouch? 

Mr. Wricut. Yes, sir, we did. 

Mr. Harpy. Did you have messages, for instance, involving such 
things—telegraphic messages—involving such things as the goat 
population of Arabia ? 

{r. Wricut. We had all sorts of messages, sir, which would be the 
transmission of editorials of leading American newspapers to foreign 
offices abroad and, although we certainly appreciate that they should 
be well informed as to current thinking, we didn’t think that it was 
worth spending $205 for a telegram like that when you could put it 
in the air pouch. 

Mr. Harpy. You mean that it was sent out of the State Department 
in Washington ? 

Mr. Wricur. Yes, sir, they sent all sorts of things which, at least 
in our judgment, were not urgently needed at the receiving end to take 
immediate action, nor was an answer required in the Department in 
order to effect an immediate action there. Political reports, for ex- 
ample—— 

= Harpy. They are awfully important to some of the people in 
the field. 

Mr. Wricur (continuing). From Europe and economic reports. 

Mr. Harpy. I thought you were talking about domestic political 
reports. 

Mr. Wricut. They sent them out, and they should send them out. 

Mr. Harpy. By telegram ? 

Mr. Wricut. No, not by telegram. 

There might be certain political information which a certain em- 
bassy might need immediately in order to take and complete an imme- 
diate action, but generally 

Mr. Harpy. Your point is that they could use discretion about it? 

Mr. Wrigut. They could use discretion. 

You referred to the telegram on goats. It was a very long message 
which one of the staff—in fact, I think it was one of the staff of the 
State Department that helped us on that—showed me. It was a very 
thorough statistical analysis of the goat population in the Middle East, 
and it was intriguing because it was about six and a half pages and, 
I believe, we computed the cost somewhere around $300, and it was 
interesting information. I mean, I remember that black and white 
spotted goats tend to have more female offspring than just black goats, 
and we thought that information, for $300, was a pretty expensive way 
to send it. 

64302—56—pt. 1——8 
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I don’t want to be facetious. There is a feeling in the Department 
that if you send a message by telegraph it will get immediate attention. 

Mr Harpy. If you send it other ways, it won't ? 

Mr. Wrieur. it won't. 

Mr. Harpy. Is that a further admission of administrative weakness ’ 

Mr. Wrieur. I think it is, sir. I think you should control your 
expenditures for the services that are required by the Department. I 
think that is the problem of the administrative side, to put in the man- 
agement controls; and then, by organization means, to encourage and, 
if necessary, enforce adherence to administrative policy. 

Mr. Harpy. This goat telegram, did it originate overseas or did 
it originate here? Do you remember ? 

Mr. Wricurt. As I recall it, it originated overseas. That is where 
the goats were. 

Mr. Harpy. Do you think the fellow who initiated that telegram 
was afraid that if he didn’t send it by telegram, that maybe they 
wouldn’t pay any attention to it? Was that the general idea there, or 
was it something particularly urgent ? 

Mr. Wricut. It was an economic report. I don’t know what was in 
his mind when he sent it. 

Mr. Mounta1n. What were the estimated savings to be accomplished 
by telegraph volume control recommendations offered by Heller? 

Mr. Wricurt. Well, as I remember, looking at exhibit 1, I think we 
had it in there, too. It was one of the incompleted allotment with- 
drawals. For fiscal 1954, if they had put that program into effect, 
as of April 1, 1954, the Department would have saved $33,000. If 
they had put it into effect so that it would operate in 1955, and on the 
assumption that the telegraph workload in 1955 would be what it was 
in 1954, they could have saved $255,000. 

Mr. Harpy. That is on the telegraph saving alone ? 

Mr. Wricurt. Yes, sir. 

Mr. Harpy. That was half as much as you had estimated your total 
saving for 1954, a little over ? 

Mr. Wricurt. Well, the 1955 projection was, yes. 

Mr. Mountain. This recommendation was disapproved by the De- 
partment, is that correct ? 

Mr. Wrient. I understand it was. That project was started back 
in the first phase of our operation and it took some time to get into 
that, to get the figures and to write the rules and regulations; and, 
I would like to say at this time that in the process of developing these 
programs, the rules and regulations and procedures, we worked very 
closely with the people who had to implement them. We don’t sit in 
an ivory tower and dream up ways to do things because by the time 
that sort of a program gets down to the people that have to work with 
it, they can’t live with it, so we are very careful to make sure that what 
we are trying to do is something that the people in the Department can 
actually live with. 

So that takes time—to get around and talk to everybody. As I 
remember, on that particular situation, after we had pretty well gotten 
agreement of the operating people that they could work with this 
thing, we then pushed it up to the Under Secretary for Administration, 
Mr. Lourie, and he approved it. Well, we followed up on that. I 
believe he issued a directive to the Director of the Division of Com- 
munications and Records. 
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We went through a process of talking back and forth about adjust- 
ing this and adjusting that, and that took time. I know that finally, 
toward the end of our work there, I was following up on that. It 
was a pretty substantial economy and I was told by the Assistant 
Secretary for Administration that the Department had decided that 
they would rely on other means, on the voluntary effort of people to 
control the telegraph, rather than put in the procedures and manage- 
ment controls which we recommended. 

Mr. Harpy. Were they afraid it was going to have an adverse effect 
on the morale of the Foreign Service, too ? 

Mr. Wricur. They never said that to us, sir. They just said the 
Department had decided to use means other than those which we had 
proposed, 

Mr. Harpy. Mr. Mountain, I think we want to find out what the 
progress of the Department has been in the control of its telegraphic 
communications through the other means which they have instituted. 

Is there anything further ? 

Mr. Mounrtatrn. I would like to ask just one more question. 

Mr. Wright, according to the structure of authority in the Depart- 
ment, the Under Secretary for Administration did have authority 
to institute these procedures? Is that correct ? 

Mr. Wricut. He had the authority to approve administrative proce- 
dures and he had the authority to transmit those procedures to what we 
call the operating side of the Department, or the substantive side of 
the Department and to say to them, “This is an authorized Department 
procedure and you should govern your operations in accordance with 
the rules and regulations set forth.” He had that authority. 

Mr. Mountain. But the resistance to that procedure did not origi- 
nate in the Office of the Under Secretary for Administration. We 
understand you to have said that he did issue a directive. 

Mr. Wrieur. I believe Mr. Lourie approved the recommendation 
and issued a directive. 

Mr. Mounrarn. Then the resistance to this came from the regional 
bureaus, the substantive side of the Department ? 

Mr. Wricur. Well, I recall that there was resistance, but no one 
ever came to me or to any of this staff, to my knowledge, and said, 
“The regional bureaus resist this.” To be perfectly frank, they don’t 
operate that way. They don’t tell you specifically. 

That is one reason why we find resistance good. If we get resist- 
ance, we can pin down the source and evaluate the reasons for it, and 
then move accordingly. 

Mr. Harpy. And maybe it is valid if it is done in the open, but if 
somebody is just undercutting you, you are not able to implement 
what you have otherwise recommended. 

Mr. Mountarn. I have no further questions, Mr. Chairman. 

Mr. Harpy. I think this is a good stopping place. Do you have 
any Seapeenes Mr. Garmatz? 

. Garmatz. No. 


Mr. Harpy. Before we break up, I would like to have a very brief 
executive session with the Heller representatives and also with Mr. 
Carpenter. I want to have a brief executive session, and then we will 
adjourn to reconvene in this room at 2 o’clock. 

=e at 12:10 p. m. the subcommittee went into executive 
session. 
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AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 
Mr. Wright, will you come back up here, sir ? 


FURTHER STATEMENT OF HAMILTON W. WRIGHT, ROBERT 
HELLER & ASSOCIATES 


Mr. Mountain. Mr. Chairman, I ask permission to introduce the 
copy of the Heller Management Survey Report, dated May 15, 1954, 
into the record. It was referred to this morning. 

Mr. Harpy. That is the report that we discussed in the executive 
session this morning. 

Mr. Carpenter, have you examined this report for such items as the 
State Department feels should be deleted before it is released ¢ 

Mr, Carpenter. Yes, sir. 

Mr. Harpy. And do I understand that there are portions of pages 
12 and 13 of the report which the State Department feels should be 
deleted ¢ 

Mr. CarpPenter. Yes, sir. 

Mr. Harpy. Without objection, with the deletion of parts of pages 
12 and 13, the report will be made a part of the record. 

(The report referred to will be found in the appendix as exhibit 
A, p. 363.) 

Mr. Harpy. Go ahead, Mr. Mountain. 

Mr. Mountarn. Mr. Wright, we were discussing the general con- 
clusions which your firm had reached and which were summarized 
beginning on page 66 of your report. As you will recall, we had read 
these conclusions in their entirety and I would like to refer back to 
portions of them now. 

Will you cite for us the basis for your conclusion that the adminis- 
trative side of the Department defers to opposition encountered? Can 
you give us some specific instances / 

Mr. Wrieut. I think you are talking about the second paragraph 
on page 66, in which we set forth a series of conclusions. Those con- 
clusions, of course, are the synthesis of our experience in the various 
projects which we undertook. 

I believe what you want is an example which, more specifically, sup- 
ports one of those conclusions ? 

Mr. Mounrarn. That is correct. 

Mr. Wricur. Is it this one: “Not only is it hesitant to exercise au- 
thority because of deference to opposition encountered” ¢ 

Mr. Mountain. Yes sir. 

Mr. Wricur. Well, I would give as one example of that the project 
which I understand now is, at least in part, going to be deleted from 
the publication of the report, which was the project with regard to 
personal mail in the diplomatic pouches. Perhaps that is the one you 
dlo not want to discuss at this time? I could give another example! 

Mr. Harpy. That is right. I do not think we need to go into 
that any further. Let’s get into some different type of example, if 
we might. 

Mr. Wrienr. I think perhaps the project on page 11 that deals with 
the United States Despatch Agency, personal shipments, would be an 
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example where the administrative area deferred to opposition which 
presumably came from the substantive side of the Department. In 
this particular project, our examination indicated that the United 
States Despatch Agency, which is a freight-forwarding organiza- 
tion—Is that right, Mr. Annable? 

Mr. AnNnaBLE. That is right. 

Mr. Wrieut.—in New York, had a habit of handling shipments of 
personal items from the United States to various foreign posts to 
accommodate the desires and wishes of State Department person- 
nel abroad. 

As I remember that project, we felt that, in view of the fact that no 
specific appropriation had been made by the Congress to pay for those 
shipments, the Department ought to find some way by which people 
who used that service paid at least part of that expense. 

We made a recommendation to that effect on September 3, 1953, and 
after some further discussion with the Department of State, on Decem- 
ber 17, a directive was signed by the Under Secretary for Administra- 
tion and sent to the Assistant Secretary for Administration to direct 
the Office of Operating Facilities to carry out the recommendation. 
Now as I remember, there were considerable delays encountered inso- 
far as the Office of Operating Facilities’ adherence to that directive 
was concerned. The result was that on January 20 another directive 
was sent, and the Office of Operating Facilities replied to the effect 
that to carry out this recommendation would impair the morale of 
personnel overseas. 

Now we did not think that answer was a valid one and I believe 
we recognized in this case that people on the substantive side objected 
strenuously enough to this recommendation and, therefore, the:admin- 
istrative side of the Department had deferred to that opposition and, 
in fact, by the time we left the Department, no action had been taken 
on that proposal. 

Mr. Mountartn. The objection was to the charge for the freight- 
forwarding service ? 

Mr. Wricut. To charge a nominal fee so that at least in part the 
Department could be reimbursed for the expenditure of personal serv- 
ices to its employees. 

Mr. Harpy. In the course of your study, did you find that there were 
any regulations governing the amount of personal items that might be 
shipped in this manner without charge to the employee ? 

Mr. Wrienr. In the United States Despatch Agency, sir? 

Mr. Harpy. That is right. 

Mr. Wricut. No, there were no regulations, as far as I remember, 
that governed the type of material for shipments that could be made 
by the United States Despatch Agency to people overseas. It was a 
personal service. 

Mr. Harpy. Personal service without any limitation whatever ? 

Mr. Wrienrt. As far as the quantity or quality of merchandise, I do 
not believe there were any limitations. 

Could I ask Mr. Annable? He worked on this. Mr. Annable, were 
there any limitations as to the quality or quantity of shipments that 
were made on this basis? 

Mr. Annasie. As I understand, it was set up in two ways. One was 
for initial transfer of persons to a post. And due to rank and tenure 
of service he was allowed a certain amount of tonnage. If he did not 
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utilize all of that in his initial shipment of personal effects, he had a 
credit established for additional personal shipments. There was a 
limitation on that. 

In addition to that, there were, however, personal shipments which 
were made more or less gratuitously by the head of that group in New 
York. And, for that service, there was no charge to the individual 
except for the actual freight involved. 

Mr. Harpy. Well, that is the thing that I was interested in. What 
were the ground rules, so to speak, with respect to the movement and 
handling of personal items after the initial transfer had been made. 

Mr. Annasie. A time limit had been established. I do not recall 
exactly what it was. 

Mr. Harppy. Well, do I understand that if an individual, after hay- 
ing gotten his household effects moved, decided he wanted to get an 
automobile sent over, their agency would send it over for him ? 

Mr. AnNABLE. As we understand it, sir. 

Mr. Harpy. Or, any other item. A piece of heavy furniture, for 
instance, could be sent over without regard to any previous weight 
limitation ? 

Mr. AnnaBie. He has to pay the freight for such shipments. 

Mr. Harpy. He has to pay the freight but he has no cost for pack- 
aging and that sort of forwarding service ? 

Mr. Annasxe. The principal point of this recommendation was to 
get reimbursement for all of the freight-forwarding activities that 
were involved which required all of the paper work. ‘There were some 
7,000 shipments a year being made in this category, requiring an aver- 
age of 10 to 15 hours’ work per shipment, as I recall the figures. 

Mr. Harpy. The individual was paying the ocean transportation, 
but was not taking care of any of the handling or forwarding cost. Is 
that right ? 

Mr. Annaste. That is correct, sir. The average commercial cost 
for that, as we were advised, was approximately $10 per shipment, and 
we had recommended that a sliding scale of charges be made, depend- 
ing upon the value of the shipment, and used for our cost estimates a 
figure of $7.50. 

Mr. Harpy. Well, based on an average of $10 per shipment, and you 
say there were 7,000 shipments annually ? 

Mr. Annasce. At this time. 

Mr. Harpy. So that would have been a cost of $70,000 for strictly 
the processing and forwarding of personal items. Is that correct? 

Mr. ANNABLE. Yes, sir. 

Mr. Harpy. And do I understand that that was a subject of sucn 
sharp morale consideration that the Department felt that it should 
not make any charge for that service? 

Mr. Wricur. That is what we were told, Mr. Chairman. 

Mr. Harpy. Was there a similar service from foreign posts to the 
United States? 

Mr. Wricut. Well, I do not think the Department has that sort of 
service overseas. I believe this was all outbound shipments—was it 
not, Mr, Annable—and not inbound ? 

Mr. Annasie. That is my understanding. 

There was one other factor in this. There was a matter of handling 
the funds if they were collected, how they would be handled. That 
was one of the problems that was not resolved. 





ADMINISTRATION OF OVERSEAS PERSONNEL 113 


Mr. Harpy. Do you mean, if they had started to implement this 
recommendation that you made that you charge $7.50—Is that what 
it was? 

Mr. ANNABLE. Yes, sir. 

Mr. Harpy. They would not have known what to do with that $7.50? 

Mr. AnnaBLe. One of the studies that was undertaken was to first 
consider setting up a completely separate organization under the 
Foreign Service Officers’ Retirement Group—I forget the name, do 
you recall the name? 

’ Mr. Wrieutr. No. I do not remember that. 

Mr. AnnaBie. The Foreign Services Officers Association—to col- 
lect the funds and maintain the service for the people in the field. 
That was not deemed advisable. 

Mr. Harpy. Well, you already had the people employed with their 
salaries paid from appropriated funds? 

Mr. AnnaBLE. That is right. 

Mr. Harpy. So, you certainly did not want to duplicate that service 
and it would have been unthinkable to take that group of people off 
the Civil Service rolls and pay them from private sources. That was 
not what you advocated, was it ? 

Mr. AnNnaBLE. It is a matter of investigating various means by 
which they could provide the service, but not at Tamme expense. 

Mr. Harpy. But the State Department found itself in a position 
where it was unable to get that $7.50 per shipment back in the 
Federal Treasury. Was that substantially the problem ? 

Mr. Annaste. As I understand it. 

Mr. Harpy. It did not have anyone who was bonded so they could 
take that money and turn it back into the Treasury. Or, was it the 
fact that they did not have any procedure by which they could use 
that money for something else? Or, did you hear that end of it? 

Mr. AnnaBiE. We did not get involved in the detail of that thing, 
sir, except, as I recall, statements were made to the effect that it would 
be difficult to implement this program because they had had no way 
of handling the funds. 

Mr. Harpy. Thank you. 

Mr. Mountarn. Mr. Annable, was it correct that savings of this 
sort, if made under the normal circumstances, would have to be turned 
back into the Treasury as miscellaneous receipts ? 

Mr. AnNnaBLE. That would be my understanding, sir. 

Mr. Mounrtarn. And that the difficulty was how to collect this 
money—first, how to collect it and, secondly, how to retain it for State 
Department use ? 

Mr. Annaste. That is correct. 

Mr. Harpy. All right. 

Mr. Mountain. Mr. Wright, there was a problem also in connection 
with the United States Despatch Agency’s services to other agencies. 
Can you describe that one for us and what was done about it? 

Mr. Wricut. Well, that was another project which we gave atten- 
tion to during the first part of our work in the Department of State. 
And, again, the United States Despatch Agency in New York, which 
was an organization element of the Department of State—let me put 
it this way—had undertaken the business of handling the shipments 
for other agencies here in the United States. Now we found that three 
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of those agencies, which accounted for a very substantial amount of 
shipments, reimbursed the Department of State for that service. We 
found that there were 28 agencies which accounted for about 4,400 
shipments, which did not make that sort of reimbursement. We 
reasoned that if it was logical for 3 agencies to pay the Depart- 
ment for that work, why shouldn’t the other 28 agencies pay for this 
work? We made a recommendation that the Despatch Agency obtain 
a flat-rate charge of $10 per shipment from the other 28 agencies. 

Now, to proceed, what happened to that recommendation, on Octo- 
ber 8? Management—that would be Mr. Lourie’s office—directed the 
Office of Operating Facilities to negotiate reimbursements from the 
28 agencies. Well this directive was held in abeyance and, therefore, 
2 additional directives were sent to the Office of Operating Facilities, 
1 on January 20 and another on February 16. I might say that the 
reason those two additional directives were sent was because in our 
job of following up on the recommendations made and the directives 
issued, we checked the Office of Operating Facilities to make sure they 
had carried out those directives. When we found that they had not, 
we would go back to the Under Secretary for Administration and 
report on that situation and encourage him to put more emphasis on 
getting the Office of Operating Facilities to carry out the directive. 

Evidently, as of May 1, these directives had not been carried out. 
And, as I look at the record here, I believe the Department could have 
saved about $26,000 in the fiscal year 1954 funds. 

Mr. Harpy. Will you tell me again when those directives were first 
issued ? 

Mr. Wrieurt. The first directive was on October 8. 

Mr. Harpy. October 8 

Mr. Wrient. 1953. 

Mr. Harpy. And then you have some further implementing direc- 
tives to follow up that one? 

Mr. Wricurt. No, sir; the first directive was an order from the 
Under Secretary for Administration to the Office of Operating Facil- 
ities to implement the recommendation which had been approved. 

Mr. Harpy. Did they do it? 

Mr. Wrieut. No, sir. 

Mr. Harpy. And as of May 1, they still had not done it. That was 
getting along just before your report was filed. 

Mr. Wrieut. As of January 20, they had not done it and another 
directive was issued. As of February 16, they still had not carried out 
the two previous directives, so another directive was issued. 

Mr. Harpy. I think right at this point, Mr. Mountain, I want you 
and Mr. Woods to find out who had the responsibility for carrying out 
those orders, and why they were not carried out. 

Mr. Carpenter, I would appreciate it if you would help us get that 
information. I am going to find out just exactly where that respon- 
sibility lays, if I can find out; if it is not classified. 

Mr. Carpenter. Yes, sir. 

Mr. Harpy. Now let me ask you one or two other questions about 
this thing. You say there were three agencies that did reimburse the 
United States Despatch Agency, or, the Department of State. Do 
you have information concerning the disposition that was made of 
the funds that were received in this manner ? 
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Mr. Wricur. Well, I do not recall precisely the procedure that the 
Department followed in handling funds which they received as reim- 
bursement from other agencies. I do not recall at this point what they 
did with those funds. 

I do not know. Perhaps Mr. Ames could help on that one. What 
did they do with funds which they received as reimbursement for serv- 
ices rendered by the Department of State to other agencies ? 

Mr. Ames. As [ recall, those were termed allocations, and they were 
from allotments made to the other agencies, usually on the basis of 
negotiation between the agency served and the area which was render- 
ing the administrative support. 

Mr. Harpy. Wait a minute now. Let mesee. You are going too fast 
for me. 

Allotments made to the other agencies, by whom ? 

Mr. Ames. Either by appropriation for specific purposes, or by 
budget allotment. 

Mr. Harpy. At any rate, it had to be appropriated some way, and 
it must have been appropriated to the agency for which the service 
was performed ? 

Mr. Ames. Right. 

Mr. Harpy. And that agency, in turn, presumably paid the Depart- 
ment of State and what did the State Department do with the money 
when it got it ? 

Mr. Ames. Wherever possible, and I say where possible because in 
some instances I have heard that negotiation of the amount was subject 
to some delay, perhaps until quite late in the year in which the costs 
were being incurred, so that in some cases, therefore, State would be 
expanding its money for services rendered to other agencies prior to 
receiving allocation from that agency. In any event, when they got it, 
or, if possible, when they made their financial plan in advance, they 
would add that allocation on top of their own allotted funds and budget 
the gross amount for personal services or transportation and other 
objects of expenditure. 

The funds that State used and planned the use of included what 
was appropriated and allotted to them, plus these allocations from 
agencies served. 

Mr. Harpy. The question that is bothering me here is, if funds were 
appropriated directly to the State Department for meeting the require- 
ments of the United States Despatch Agency, and that Agency, in 
its normal performance of its functions, performed services for 
another agency and received reimbursement for those services, there 
might be some question as to the propriety of using those funds in the 
normal operations. 

Of course, when the budget was prepared, it contemplated an inter- 
change of funds with other agencies for the same purpose. That isa 
different matter. However, it is not too clear to me 

Mr. Wricut. Mr. Chairman, I think when another agency reim- 
bursed the State Department for a service which the State Department 
had rendered to that other agency, then the State Department took 
those reimbursement funds to help defray the cost of that service. 

Mr. Harpy. Well, you run into all kinds of things like that. How- 
ever, I suppose that maybe we ought not to pursue this with you folks. 
But, we will have to pursue that with the State Department because, 
actually, General Services, for instance, is provided funds to perform 
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a good many services on other than a reimbursable basis. The Post 
Office Department has done some of the same sort of thing and, of 
course, some of that is being changed now. But, that is another thing 
that we will need to follow up on. 

We will have to take a recess. 

(Recess taken.) 

Mr. Harpy. Let the committee come to order. 

Mr. Mountain, pick up where you left off. 

Mr. Mountarn. Mr. Wright, can you trace for us the origin and 
development of your personnel management program project ? 

Mr. Wricut. Toward the end of our first assignment, we went to 
the Under Secretary for Administration and described to him our 
views with respect to the management of personnel in the mt Ophea 
of State. We pointed out to him, which I think was probably unnec- 
essary, that the most important asset the Department of State had 
was people, and that in our view, and on the basis of what we had seen 
as the result of a rather cursory examination, there were many things 
that could be improved in the way the Department manages personnel, 
both in the Department and overseas. 

We suggested to the Under Secretary for Administration that he 
allow us to draw a broad personnel management program composed of 
all the basic elements which any good personnel management pro- 
gram has, and he told us to go ahead and doit. We did this and, after 
clearance with the Administrator of Consular Affairs and Personnel 
and with the Director of the Office of Personnel and with the Assistant 
Secretary for Administration, we went to Mr. Lourie and said, “This 
is the program as we see it, these are the various areas in the personne! 
management field to which the Department should give attention.” 

We were then authorized by the Under Secretary for Administra- 
tion to give attention to three of the major aspects in that personnel 
program. I believe the first one was entitled, “Management Inventory 
Control.” The second one was “Training,” and the third one was 
“Organization, Structure and Functions of the Office of Personnel.” 

Mr. Mountarn. What were your findings as the result of these 
studies? 

Mr. Wrieur. Well, Mr. Mountain, I think that the committee would 
get a far more succinct and brief description of our findings, con- 
clusions and recommendations if it asked Mr. Asher to speak to that 
subject, because he was responsible for that area, although, I know 
basicall 

Mr. Harpy. I think you are right. I think we would prefer to get 
that direct. 

Mr. Mounrtarn. Mr. Asher is here, sir. 

Mr. Harpy. All right, do you want him now ? 

Mr. Mounratn. Yes, sir. 

Mr. Harpy. Mr. Asher, why don’t you come here beside Mr. Wright? 


STATEMENT OF JEFFERSON W. ASHER, JR., ROBERT 
HELLER & ASSOCIATES 


Mr. Harpy. Go ahead, Mr. Mountain. 
Mr. Mountarn. Mr. Asher, will you tell us what the findings were 
of your project on personnel management in the Department of State? 
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Mr. AsHer. Mr. Mountain, I think probably the best way to do that 
would be to take each project, and discuss them individually, the three 
projects that we chose. 

The first project was the management inventory control for the 
Foreign Service. On the surface, the problem that appeared was a 
lack of an accurate inventory of positions or of people in the Foreign 
Service. In other words, there were conflicting records as to who 
was where and as to actually how many people there were, depending 
on whose records you looked at. The solution to this peotheah ap- 
peared far more fundamental than the problem itself sets forth be- 
cause it involved a definition of what it is that is needed to staff the 
posts in each of the regional bureaus, and a clear definition of the 
process required to get people to the posts. And the fundamental 
difficulty was manifested in the lack of an accurate inventory, either 
of positions or of people. 

We found that staffing patterns were not uniformly or accurately 
determined within the regional bureaus, and as compared with the 
regional bureaus and PER’s concepts of the staffing patterns. 

Mr. Mountain. What do you mean by PER? 

Mr. Asuer. Excuse me, I mean the Office of Personnel. We found 
the staffing patterns were unrealistic insofar as they did not specify 
which of the people were in transit at the various times. What I 
mean by that is, that since there is a requirement that, after a period 
of years, each of the Foreign Service people be rotated from one post 
to another as a matter of fact, as a natural adjunct to any such opera- 
tion, there are a number of people who are in the process of coming 
or going from or to a post. Consequently, to man a post adequately 
you have to take into consideration that at any one time you are not 
going to have everybody there. 

Mr. Mounratn. You mean by a staffing pattern, I presume, the slots 
that would exist at a given post in order for it to carry on its function ? 

Mr. Asuer. Yes. 

Mr. Mountarn. And this staffing pattern was established by whom? 

Mr. Asuer. The staffing patterns were established by the regional 
bureaus. 

Mr. Mountarn. And after consultation with the post, I presume, as 
to what their needs were? 

Mr. AsHer. Well, more or less, yes, sir. We understood there was 
a lack of uniformity with respect to that procedure also. 

But the first problem, as T pointed out with respect to staffing pat- 
terns, was that they were not uniformly prepared. Nor did they repre- 
sent a realistic picture of what could be expected or what was required 
of a post because they did not have the in-transit group specified. 

Our next conclusion or finding with respect to this problem was that 
the process of getting people from one post to another was not uni- 
formly applied. As a matter of fact, there was not a process well de- 
fined. It differed not only from one regional bureau to another— 
that is, the paperwork and the procedure that would transpire—but 
it differed within the Office of Personnel within the regional areas, the 
sections that handled each of these regional bureaus’ requirements. 
Part of that problem stemmed from the fact that there were duplica- 
tions of administrative personnel in the regional bureaus and in the 
Office of Personnel who were paying attention to this same problem 
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and, consequently there were conflicts with respect to who would be sent 
to or from a post. 

Mr. Mountatn. Do we understand you correctly that in each of 
these regional bureaus there were staffs, some of whom were concerned 
with personnel problems and with the manning of the various posts 
within those regions—— 

Mr. AsHer. That is correct. 

Mr. Mountain. And that there was also over on the administrative 
side this Office of Personnel which had a central function which was 
quite similar? 

Mr. Asner. That is correct. 

Mr. Mountain. And that the two had different methods of handling 
the same problem? 

Mr. AsHer. Yes, they had different methods, and they had different 
records which we could not reconcile. 

Mr. Harpy. Did they have different position descriptions, for 
instance ¢ 

Mr. Asuer. No, sir; the position descriptions were maintained cen- 
trally in the Office of Personnel. 

Mr. Harpy. So there was no problem there. But were eligibility 
standards the same? They would be, I suppose, based on the position 
descriptions. 

Mr. Asuer. Well, sir, there is some flexibility with respect to that. 
Now, you are really at the heart of the problem because to determine 
what kind of a man—who it is to fill this particular position—was 
the subject of some controversy from time to time between these two 
groups. Therefore, it was not clear as to what the eligibility would 
be for these positions just from their position descriptions. 

Position descriptions, I might also say, varied from time to time and 
were subject to change. 

Mr. Harpy. What was the civil-service status of these people, 
if any? 

Mr. Asner. The people that we were paying our particular attention 
ee in this management inventory control project were the Foreign 
Service 

Mr. Harpy. Were they then in the Foreign Service and classified 
as such? 

Mr. Asuer. Yes, Foreign Service officer personnel and Foreign 
Service staff personnel. The people at the foreign posts 

Mr. Harpy. Do you have a lot of people performing foreign service 
assignments that were not in the Foreign Service as such? 

Mr. Asner. There were some such people. I could not recall the 
statistics to tell you what proportion of them were civil service per- 
sonnel performing Foreign Service functions but there were some. 

Mr. Bacar. I was of the impression that Foreign Service, as such, 
was rather restricted in the number of people that actually held that 
classification or designation until recently when we had a bill passed 
here, not long ago, which brought in a great many more. 

Mr. Asner. I may have used the word loosely. I think that you are 
thinking of is the Foreign Service officers corps which has been more 
restricted than recently. 

Mr. Harpy. I am trying to think of whether we are talking about 
the same thing. 
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Mr. AsHer. I am referring to what our inventory addressed itself 
to, the Foreign Service functions at the posts and that comprised not 
only the Foreign Service officers corps but Foreign Service staff 

ersonnel as well. 

Mr. Harpy. I had previously been led to believe that a great many 
of the positions in overseas assignments were filled by persons other 
than those who were in the Foreign Service as such. Perhaps some of 
them might be civil service. I do not know what the others would be. 

Mr. Asuer. This may not be completely accurate but as I recall it, 
the people who were overseas were in 1 of 3, or maybe 4, categories. 
They were either of the Foreign Service officers corps which is the elite 
personnel of the Foreign Service. 

Mr. Harpy. Will you define the word “elite” for me? 

Mr. Asner. I am afraid that I could not, sir, define what that meant 
other than the fact that it is a restricted group of people. And I 
believe that is the group that you were referring it. 

Mr. Harpy. Go ahead. 

Mr. AsHer. And I was speaking of the group broadly when [I said, 
“Foreign Service.” 

The other group, the Foreign Service staff corps; and then there 
was, I believe, a group Foreign Service reserve which was a position 
that some Government personnel could achieve through a temporary 
appointment in the field, and which had a similar status paywise to 
the Foreign Service officers corps. 

Mr. Harpy. All right. Now we are getting into the kind of thing 
that I was trying to understand. You have 3, or maybe 4, different 
categories of people that are performing service overseas ? 

Mr. Asner. Yes, sir. 

Mr. Harpy. Now there may or may not—I do not know—but 1 
would presume that there would be instances in which the same type 
of position might be filled by personnel in more than one of these cate- 
gories. There might be a position which was filled by somebody in the 
Foreign Service reserve—which you mentioned a minute ago—and 
another would be what you called a temporary which might fill the 
same kind of a job. Now the thing I was trying to get at, if that is so, 
there presumably would be the same job specifications, but would 
there be the same standards of eligibility 

Mr. Asner. I cannot give you a direct answer on that, sir, be- 
cause 

Mr. Harpy. Do you understand what I am trying to find out? 

Mr. Asner. I think what you are after is an answer which we did 
not get. That is, what are the specific criteria for choosing this man, 
a man to fill this job. I believe what we found out was that the 
criteria were not well enough defined because you could have either— 
here is a job, for example. This job could be filled by a Foreign Serv- 
ice officer or a Foreign Service staff corps man or a Foreign Service 
reserve officer. 

Mr. Harpy. That is just exactly the kind of thing I was trying to get 
Squared away. Now that job could be filled by an individual from 
any one of these three categories. The job specifications would be the 
same if performance was supposed to be the same—— 

Mr. Asner. Yes. 

Mr. Harpy. The same functions were to be required of the individual 
who filled that position. But, are the same standards required for 
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the selection of an individual from each of those three categories? 
That is the question. 

Mr. Asner. Well, in our judgment there was a lack of standards 
so that the standards which were utilized were the personal knowledge 
of individuals, and the different approaches of the regional bureaus. — 

Mr. Harpy. Well, now, who made the selection ? 

Mr. Asuer. The selection was a subject, somewhat, of negotiation 
between personnel in the regional bureau and personnel in the Office 
of Personnel, these administrative people who are trying to fill jobs, 
that is, fill the staffing part of it. The selection basically—the respon- 
sibility for filling staffing patterns as set forth in the manual—was 
the responsibility of the selection people in the Office of Personnel. 

Mr. Harpy. Nobody ever believed that was actually true, did they? 

Mr. Asner. But, as a practical matter, the selection emanated from 
the regional bureau. 

Mr. Harpy. Of course. The personnel officer, his job is to find some 
way to qualify the individual that the man at the regional bureau 
wants. Isn’t that actual fact? 

Mr. Asuer. Yes, sir. And the conflicts that arose were when either 
the man was slotted for another post on the part of the Office of Per- 
sonnel and they did not want to use him there, or when the Office of 
Personnel disagreed so that there was the element of conflict between 
the two groups. 

Mr. Harpy. Did the Office of Personnel ever disagree ? 

Mr. Asuer. During the time we were there they did; yes, sir. 

Mr. Harpy. They did? Iam proud of them. 

Go ahead, Mr. Mountain, 


Mr. Mountain. Will you continue, Mr. Asher, with your other find- 
ings in this area ? 
fr. Asner. I think, just as a continuation of this conversation that 
we were holding here, one of the reasons that the regional bureau 
people, more frequently than not, were the ones who were successful 
in naming the people that they wanted, or in turning down the “ae 


that were offered to them, was the fact that the obligation authority 
for funds for people resided with the regional bureaus. So that there 
was a curious situation in which the Office of Personnel, which was 
responsible for filling the posts that were named, the staffing pattern 
that was cetabiished’ hy the regional bureau, could not adequately 
fulfill their responsibilities because they were from time to time 
thwarted by the fact that the regional bureaus either would not allow 
additional people to be brought in, under the guise of not having 
available funds, or Personnel could not withdraw people because, as a 

ractical matter, the authority to obligate funds gave the regional 
batons the authority over people and their movement. So, in a broad 
sense, we had found that staffing patterns were not uniformly estab- 
lished, that the placement process was not uniform and had consider- 
able difficulty in being achieved because of conflicts between the 
regional bureaus and Office of Personnel, and that there was a basic 
lack of practical authority due to the site of obligation authority with 
the regional bureaus. 

Mr. Harvy. Do you remember surveying far enough to indicate 
whether, because of this lack of uniformity in determining eligibility, 
there might have been a good amount of incompetency in certain 
spots ? 
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Mr. Asuer. Sir, we did not attempt to evaluate people as such. We 
did, in the course of our work, have brought to our attention that 
certain posts were not manned properly to carry out their functions. 

Mr. Harpy. You mean they did not have enough positions of the 
preg kind ? cee 

Mr. Asuer. I suspect that that was a combination of not having 
enough people there, because of approximately 25 percent of the 
people on the rolls in transit at all times, just as a natural result of 
the rotation process, plus the fact that there were certain people in 
the regional bureau who were unhappy with the character of those 
individuals or the capabilities of those individuals filling those 
positions in the field. 

But, other than the general statement to that effect, we did not 
evaluate individuals’ capacity to do a job. 

Mr. Harpy. You did not seek to determine whether or not an 
iidividual was qualified to perform the duties set forth in a particular 
position description ? 

Mr. Asner. No, we did not. 

Mr. Harpy. How many foreign countries did you contact in the 
course of your work in this study ? 

Mr. Asner. I personally, or the 

Mr. Harpy. Personally. 

Mr. Asner. I went to three posts in Canada. 

Mr. Harpy. In Canada alone? 

Mr. Asner. Yes, sir. 

Mr. Harpy. Consular posts? 

Mr. Asner. Two consulates and the Embassy. 

Mr. Harpy. Did you find that there was complete harmony between 
the consuls and their Foreign Service personnel and between the 
Ambassador and his Foreign Secvies personnel ? 

Mr. Asuer. We found no direct criticism of the boss on the part of 
the individuals we talked to at each of these posts, if that is what you 
are referring to. 

Mr. Harpy. I was not thinking particularly in that connotation. To 
what extent was the consul a figurehead, for instance? 

Mr. Asuer. Well, from my experience at these 3 posts, I could not 
intelligently address an answer to that question because each of the 
consuls that we visited, consul generals at each of the 2 consular posts 
were the presiding chief executives over their domain, and in the 2 or 3 
days that we spent there, we saw nothing to the effect that would lead 
us to the conclusion that they were not exercising their duties as head 
of that post. 

Mr. Harpy. And you got that impression ? 

Mr. Asuer. At one of those two posts, the consul general was not 
there. At one of the posts, he spent a considerable amount of time 
talking about all the detailed subjects we wanted to talk about. 

Mr. Harpy. Well, the only thing I was trying to get at, and I have 
no knowledge at all about these posts, but I have heard some comments 
from other sources that have raised a question in my mind as to 
whether or not the consuls actually run their operation or whether 
they are being run by the Foreign Service personnel that they found 
there when they get there. 

Mr. Asner. Well, sir, on the basis of my limited experience at the 
two posts, I could not say other than 
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Mr. Harpy. I had one tell me one time that he had to watch every- 
thing that came in there, that Foreign Service personnel would have 
him railroaded in no time; and I just wondered whether or not you 
had any such experience as that ? 

Mr. Asner. I cannot say that I have. 

Mr. Mountain. Mr. Asher, what recommendations did your firm 
make to the Department of State in this area ¢ 

Mr. Asner. Still talking about personnel management inventory 
control ? 

Mr. Mountarn. Yes, sir. 

Mr. Asner. The recommendations are on page 43 of our report, and 
they extend over through page 44 on the management inventory con- 
trol. 

Mr. Mountain. Can you summarize them ¢ 

Mr. Asuer. These are a summary of a more detailed paper pre- 
sented. The recommendations in broad summary are as follows. I 
take it you do not care to have me read that ? 

Mr. Mountarn. I do not think so. I think if you summarize it will 
be satisfactory. 

Mr. Asuer. In summary, and this is maybe a little broader than it 
is here, the recommendations covered three broad points. 

First, on staffing patterns we recommended that central responsi- 
bility and authority be placed in the Office of Personnel to develop 
procedures for setting staffing patterns. 

Mr. Mountain. This would be a departure from existing practice, 
is that correct ? 

Mr. Asuer. Yes, sir, there were no set procedures established. Cen- 
tainly, there were procedures that each regional bureau had, but there 
was no centralized control of what the uniform procedure should be, 
and the Office of Personnel had not exercised this. 

Secondly, we proposed that the regional bureaus then, within the 
framework of these procedures, develop the staffing patterns for the 
effective complement, that is, whom they need to fulfill their func- 
tions at the various foreign posts at all times. Then the Office of 
Personnel would have the responsibiliy of developing the in-transit 
complement. In other words, those people that were required in mo- 
tion so as to enable the Office of Personnel to keep these posts’ staffing 
patterns filled at all times. 

Mr. Mountain. Now the responsibility as it existed for this man- 
in-motion group was in the regional bureaus / 

Mr. Asner. There was not such a group identified at the time, and 
since there was not such a group, that group you will have to presume 
was within the regional bureaus’ authority, because all the people were 
identified with a post or regional bureau. 

Finally, on staffing patterns we recommended that the Office of 
Personnel should be the ones to maintain the official inventory of 
positions so there would be an official inventory, which there was not 
at the time that we were looking at this problem. 

Personnel placement then was the next phase of our recommenda- 
tion. We recommended that there be improved standarized procedures 
for placement with the Office of Personnel as the center of responsi- 
bility for such procedures, and we spelled out in some detail the nature 
of those procedures. We recommended that the Office of Personnel 
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be given the obligation authority for all Foreign Service funds, which 
was the bone of contention. 

Mr. Mountain. This would mean that the Office of Personnel would 
have control of the obligation authority for funds for personnel to fill 
staffing patterns, to fill man-in-motion requirements, and to fill train- 
ing and home requirements ? 

Mr. Asner. That is correct ; yes, sir. 

Mr. Mounrtarn. All personnel funds would be obligated through 
the Office of Personnel ? 

Mr. Asner. That is correct. 

Mr. Mountarn. On the basis of staffing patterns established through 
regional bureaus ? 

Mr. AsHer. Correct. 

And, just as we recommended that the Office of Personnel maintain 
the official inventory of positions, we recommended that they maintain 
the official inventory of people. 

In effect, those were our recommendations. 

Mr. Mountarn. Mr. Asher, during the time that the Heller firm 
worked in the Department, what implementation had taken place by 
the Department sbedar your recommendations ? 

Let me ask you, first: When were these recommendations submitted 
to the Department ? 

Mr. Asner. I believe there is a date here in this report. March 3 
was the date the recommendations were submitted. Subsequent to that 
date, we prepared implementing procedures and sufficient copies of 
the detailed findings, conclusions, and recommendations to enable 
them to carry forw ard on the implementation of the work. 

Mr. Mountarn. Is this a copy of the separate report furnished the 
Department of State on personnel management ? 

Mr. Asner. Yes, sir; it is. 

Mr. Mountarn. Mr. Chairman, I ask your permission to introduce 
this into the record. 

Mr. Harpy. We will call it an exhibit. 

Mr. Mountarn. Yes, sir. 

(The document referred to will be found in the appendix as 
exhibit B.) 

Mr. Harpy. Off the record a minute. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Mr. Asher, tomorrow we will probably want to make some inquiries 
in connection with the field notes. 

I understand, Mr. Elmendorf, that you are in a position to recon- 
struct those ? 

Mr. Eimenporr. Pretty much in substance, and we plan to work on 
them this evening. We should be in good shape in the morning. 

Mr. Harpy. We will try to get to that sometime tomorrow. 

I think, under the circumstances over on the floor, we had better ad- 
journ now to reconvene at 10 o’clock tomorrow morning. 
(Whereupon at 3: 55 p. m. the subcommittee adjourned. ) 
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ADMINISTRATION OF OVERSEAS PERSONNEL 
(Part I—Management Survey of the Department of State) 


TUESDAY, JUNE 21, 1955 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS, OF THE 
ComMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. 0. 

The subcommittee met, pursuant to recess, at 10:35 a. m., in room 
1435, New House Office Building, Hon. Porter Hardy, Jr. (chairman 
of the subcommittee), presiding. 

Members present: Representatives Porter Hardy, Jr., Henry S. 
Reuss, and Charles B. Brownson. 

Also present : Isaac W. Carpenter, controller of the Department of 
State; Edward B. Wilber, assistant controller; Maurice J. Mountain, 
counsel; Walton Woods, staff investigator, and Phyllis Seymour, sub- 
committee clerk. 

Mr. Harpy. Let the subcommittee come to order. 

Yesterday, along toward the conclusion of the hearing, we were hav- 
ing a discussion of the personnel aspects of the Heller & Associates 
study. There had been some testimony a little bit earlier which I hope 
those of you who were not present will go over very carefully. There 
had been some testimony indicating a very serious need for leadership, 
competent leadership, in the field of administration, and management 
control in the State Department. 

In fact, I think the testimony pointed out a situation which gives 
some appearance of the 5 geographic bureaus, as shown on that chart 
up there, actually almost constituting 5 separate Departments of State, 
rather than just 1 headed by the Secretary. 

The autonomy of each and the independence of action of each is such, 
at least in my mind, as to raise some questions of leadership within the 
Department itself to exercise proper management control. 

We want today to get into some further discussion of management 
control and, perhaps, to some extent, some controllership functions. 

However, Mr. Mountain, I believe you said you had 1 or 2 unfinished 
aspects of the personnel study ? 

Mr. Mountarn. Yes, sir. I would like to call Mr. Asher. 

Mr. Harpy. Mr. Asher, will you come up, please? 


FURTHER STATEMENT OF JEFFERSON W. ASHER, JR., ROBERT 
HELLER & ASSOCIATES 


Mr. Mountain. Mr. Asher, to complete our record, would you give 
us a brief biographical statement ? 

Mr. AsHer. All right, sir. I was born and raised in Los Angeles. 
My education was at the University of California at Los Angeles and 
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at Harvard Graduate School of Business. I was in the Navy for 3 
years during World War II, following which I was partner and sales 
manager of M and A Products Co. and Sweet Sue Candy Co., confee- 
tionery manufacturers in Los Angeles. 

Following the sale of one of those companies, I became a business 
analyst for American Research & Development Corp., a venture capital 
investment company in Boston. While with that firm, I became treas- 
urer and acting general manager of the Colter Corp., which is a shrimp 
company in Palacios, Tex. 

Mr. Mounvrarn. For the record, could you spell Palacios ? 

Mr. Asner. P-a-l-a-c-i-o-s. 

Mr. Brownson. I thought all of Texas was palatious. 

Mr. Asner. Palacios wasn’t palatious really. 

Immediately following that, I joined the firm of Robert Heller & 
Associates. 

Mr. Mountarn. At what date was it that you joined that firm? 

Mr. Asner. That was early in 1952. 

Mr. Mountatn. Mr. Asher, at the close of our hearing yesterday, we 
had asked you what implementation had gotten underway on the per- 
sonnel management inventory recommendations which you made to 
the Department of State as of the time the Heller contract was com- 
pleted. Can you tell us something of that? 

Mr. Asner. Yes. As of the first of May, a number of copies of the 
detailed report on the personnel management inventory control for 
the Foreign Service were presented to the appropriate personnel in 
the Department. I believe there were somewhat in excess of 60 copies. 
That was for the purpose of permitting people in the administrative 
area in the Office of Personnel and executive directors in the regional 
bureaus to consider in detail the material that was contained in that 
report. 

Each of those people had been briefed by us, and discussions had en- 
sued amongst themselves, as to the pros and cons, and there were honest 
differences of opinion, and there were a considerable number of people 
in complete, wholuhearted accord. 

As to what occurred after passing out those sixty-some-odd copies, I 
could not state, sir. 

Mr. Mounrarn. One of the recommendations you had made was 
that a common inventory of positions be compiled and used by all 
people concerned with this problem. Is that correct ? 

Mr. Asner. That is correct. 

Mr. Mounrarn. And that such an inventory had not existed prior 
to your recommendation ? 

Mr. Asner. An accurate inventory had not existed. There had been 
a number of inventories. 

Mr. Mountatn. Would such an inventory, such a common list of 
positions, represent complete implementation of your recommenda- 
tions on personnel management ? 

Mr. Asuer. As of itself, no, sir. 

Mr. Mountatrn. It would be a necessary precondition to any further 
steps, however ? 

Mr. Asner. It should be one of the things done in the course of that 
project ; yes, sir. 

Mr. Mountatn. But that would not be the complete project? 


Mr. Asner. No, sir. 
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Mr. Mountatn. I think that is all, Mr. Chairman. 

Mr. Harpy. Mr. Brownson, do you have any questions ? 

Mr. Brownson. No, Mr. Chairman. I would rather wait until we 
get a little further in this problem, since I had to miss part of the hear- 
ing yesterday. 

Mr. Harpy. Anything further of Mr. Asher? 

Mr. Mounrarn. No, I would like to call Mr. Ames and Mr. Wright. 

Mr. Harpy. Will Mr. Ames and Mr. Wright both please come up? 


FURTHER STATEMENT OF HAMILTON W. WRIGHT, ROBERT HELLER 
& ASSOCIATES 


Mr. Mountatrn. Mr. Wright, one of the projects undertaken by your 
firm was an examination of the Department of State’s management of 
funds, a study of its budget and finance operations; is that correct? 

Mr. Wrieut. That is right, Mr. Mountain. 

ot Mountarn. Can you tell us how this project originated and 
when ? 

Mr. Wricut. The origin of the project came about in the early 
stages of work when we had a considerable amount of difficulty in 
determining just how much money had been allotted to the various 
operations that we were analyzing. We also had a considerable 
amount of difficulty in finding out where the money was and what 
they were doing with it. And, because of the difficulties which we 
had encountered in the early part of the work, as to how the Depart- 
ment budgets its funds, what financial plans they made, what the 
procedures were for auditing performance under authorized plans, 
we went to the Under Secretary for Administration and said : 

We think that there is a considerable opportunity here for helping the Depart- 
ment, strengthening its entire financial and budgetary and accounting processes, 
and Mr. Lourie agreed that we should give attention to that very im- 
portant matter of money within the Department. 

As a result, we established a rather broad program and brought Mr. 
Ames down to Washington early in January 1954 to undertake the 
— and analyses in the whole field of the Department’s use of 

unds. 

Mr. Mountarn. Mr. Ames was the principal staff member working 
on this problem ? 

Mr. Wriaut. Yes, sir; he was. 

_ Mr. Mounrarn. Could we ask Mr. Ames to give us a brief biograph- 
ical statement for the record? , 


STATEMENT OF WARREN W. AMES, ROBERT HELLER & 
ASSOCIATES 


Mr. Ames. I was born in Kenosha, Wis., in 1910. That was my 
home until 1933. During that time, I went through public school 
in Kenosha, Harvard College, and the Business School. 

On graduation from business school in 1933, I went to work for 
Abraham & Strauss, a department store in Brooklyn, N. Y., in various 
training jobs and eventually as assistant to the controller. There- 
after I worked for Scovell, Wellington & Co., public accountants, for 
4 years, in New York City and New Haven, Conn. Then, Talon, Inc., 
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in Meadville, Pa., first as cost accountant and then tax accountant, 
After that, I became assistant to the vice president and controller of 
Sylvania Electric Products, Inc., in New York. Then assistant con- 
troller of Pepsi-Cola Co., alsoin New York. Then, controller simul- 
taneously for American Piano Corp., and its affiliate, the Aeolian Co., 
after which I became associated with Robert Heller & Associates 
in 1948. 

Mr. Harpy. You had a wide field of business training to prepare 
you for associating with the Heller group? 

Mr. Ames. Yes, sir. 

Mr. Mountain. What is your present title with the Heller group? 

Mr. Ames. Associate. 

Mr. Harpy. Any questions, Mr. Brownson ? 

Mr. Brownson. No questions. 

Mr. Mountatn. Mr. Ames, will you outline for us the nature of 
controllership functions under modern concepts ¢ 

Mr. Ames. I would like to refer to page 47, I believe it is, of the 
report inasmuch as I do not think I could answer that question as 
precisely in any other manner. 

Mr. Harpy. Go ahead. If you want to refer to that, fine. I think 
the committee is particularly concerned with the applicability of it 
to the State Department, and I would presume that the report had 
that in mind. 

Mr. Ames. Yes, sir. 

Do you wish me to read from the report ? 

Mr. Harpy. If that is the most concise way to do it, I would appre- 
ciate it if you would. 

Mr. Ames. Under the heading “Nature of Controllership” : 


The control of money by enforcement of regulation, provision of continuous 
supervision, and by management review of performance is an essential function 
of administration. It is a function which has become a profession with the 
development of the modern controller in business and government. 

In addition to giving attention to preparation of annual budgets, accounting 
for historical purposes, and routine auditing of transactions, good controllership 
is, today, expected to provide management with accounting and statistical tools 
for use in controlling day-to-day operations. It uses advanced techniques of 
budgeting, accounting, auditing, analytical reporting, performance evaluation, 
methods improvement, and constructive criticism to promote good management 
at all levels. 

Modern controllership entails responsibility for : 

(1) Orderly and timely analysis, determination, presentation, and explana- 
tion of financial needs and requirements in the form of a proposed budget. 

(2) Revision of budget proposals to provide a financial plan consistent with 
funds made available, organized in accordance with specific centers of manage- 
ment responsibility. 

(3) Accurate accounting for the actual use, that is, obligation and expenditure 
of funds, through accounts designed to facilitate comparisons with the financial 
plan, by center of responsibility. 

(4) Continuous audit to assure compliance with fiscal policies and procedures 
and to prevent or promptly disclose unauthorized practices. 

(5) Regular reporting, analysis, and interpretation of results to facilitate 
evaluation of performance in relation to approved financial plans. 

(6) Improvement of systems and procedures, forms, flow of clerical work. and 
the preparation of reports. 

(7) Recommending remedial action where needed within an organization to 
stimulate cost consciousness and better use of money. 

Controllership is a staff function in that its role is primarily one of service 
to those responsible for the direction of other activities over which the controller 
has no direct authority. On the other hand, to render effective service to man- 
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agement, a controller should be able, by exercising functional control, to pre- 
scribe and enforce, in collaboration with management as a whole, all regulations 
and procedures governing accounting and financial activities throughout an 
entire organization. Within his own organization, a controller has direct line 
responsibility. 

Mr. Harpy, Controllership under that concept is not an end in it- 
self, but it is an aid to management. However, there are, according 
to your testimony, certain direct responsibilities of a controller to 
carry out certain policies that fall within his jurisdiction. 

Mr. Brownson ? 

Mr. Brownson. It seems to me that the field of controllership, as 
you have emphasized here, has almost all of the administrative area 
under its responsibility. Is that right, or do you divide the staff into 
other than the control of controllership functions? 

Mr. Ames, I think this means he should be concerned with the entire 
administrative area and administration functions wherever they ap- 
pear in the organization. But, it would not mean that he would have 
direct line authority to select people or dictate any administrative 
matters from day-to-day except thioueli his regulations and pro- 
cedures. 

Mr. Brownson. His jurisdiction looks to me very much like a juris- 
diction of this and its parent committee then. Wherever money is 
spent, the controller has the jurisdiction and has some responsibility. 
Is that right? 

Mr. Ames. At least responsibility to see that line executives, if I 
may use that term, are informed. 

Mr. Harpy. Continuing scrutiny of the financial aspects of each 
segment of the organization, is that the general 

Mr. Ames. He can, because of his expert knowledge and training, 
use specialized techniques to facilitate management’s keeping in touc 
with what is happening to the money. 

Mr. Harpy. While he might not himself initiate administrative 
action within a unit, he would, through his study of the financial 
aspects, be able to point out to the appropriate administrative officer 
the action which appeared to be in the interest of good administration ? 

Mr. Ames. Yes, sir. 

Mr. Brownson. The subparagraph that bothered me was subpara- 
graph 6 in the analysis which was just read: 

Improvement of systems and procedures, forms, flow of clerical work and the 
preparation of reports. 

That seemed to me to be rather more broad in its concept than the 
other six functions as described there. 

Mr. Ames. I think number six does tend to emphasize the construc- 
tive nature of modern controllership. 

Mr. Brownson. You say modern controllership, and I notice in the 
next paragraph, from which you did not quote, that this principle of 
controllership has been recognized in the Department of State in its 
manual of regulations and procedures from September 28,1951. How 
far back does this theory of controllership that you have just discussed 
go, historically? Is this a theory that has been pretty well developed 
since the war; or is it a theory much older than that? 

Mr. Ames. I think it is much older than that. A controller insti- 
tute, I believe, was founded in 1931. 
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Mr. Brownson. That is all I have. I was just trying to find out 
where the controller fits in with the other staff sections. 

Mr. Harpy. Yes. I think that is helpful to have those aspects 
pointed out. 

In pursuance of that, I believe you referred there, Mr. Brownson, 
to the fact that the State Department’s manual had recognized these 
functions since 1951. Now, actually, what you are doing here in this 
report is simply pointing out, in specific and concise terms, the con- 
trollership functions, the modern concept of controllership functions, 
which were already recognized in the State Department’s manual of 
instructions ? 

Mr. Ames. Yes, sir. 

Mr. Harpy. So you were not bringing in any new concepts which 
were not already in their regulations. Is that correct? 

Mr. Ames. I do not know that I could guarantee that all of the 
items listed here appear in the regulations. They were not taken from 
the regulations. But, as I stated, at the top of page 49, we did find 
them reflected in the manual of regulations. 

Mr. Harpy. Then, is the key to this whole thing the fact that in 
the State Department’s manual there was recognition of the controller- 
ship function, but it actually was not functioning? Is that the sub- 
stance of it? 

Mr. Amegs. Yes, sir. 

Mr. Brownson. Mr. Chairman, I am sitting here looking at these 
two large charts that have been prepared, which I imagine will be 
included in the record. 

Mr. Harpy. Yes, they will be. 

(Documents referred to are shown on pp. 84 and 88.) 

Mr. Brownson. These charts illustrate the Department of State’s 
main elements of organization, 1953 and 1954; policy and main ele- 
ments of organization, 1953-54 administration. 

Now after this careful description of the responsibilities of modern 
controllership, I am a little surprised to see that the controller does 
not show up in either one of those two charts. 

Mr. Harpy. That I think is the whole point. The controllership 
function, as I understand it, is recognized in the manual, but was not 
in effect in the organizational structure. 

Is that correct, Mr. Ames? 

Mr. Ames. Yes. The functions can be found in Budget and Re- 
ports, OBR, Office of Finance, under the Deputy Assistant Secretary, 
who is under the general supervision of the Assistant Secretary for 
Administration. 

Mr. Harpy. Maybe the thing we ought to do is take a look at the 
conclusions in the report, as they relate to the subjects. 

Mr. Mountain. Mr. Ames, will you refer to page 52 of your report 
and give us the conclusions which your firm reached about the opera- 
tion of the controllership functions in the Department of State? 

Mr. Ames. There is about a page. 

Under the heading “Conclusions” : 

A number of conclusions were drawn from the evaluation of basic controller- 
ship activities, and these may be outlined in the following manner: 

(1) Modern concepts of controllership responsibility and service to manage- 


ment, acknowledged many times as desired and necessary within the Department, 
have not been fully implemented or practiced effectively. 
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(2) The controllership function suffers from— 

(a) Lack of confidence in the value to management of budgetary planning 
and control. 

(b) Inadequate sense of duty to keep currently informed and to super- 
vise, evaluate, and improve performance in the discharge of delegated 
responsibility. 

(c) Tendency to follow the course of least resistance. 

(d) Insufficient attention to the value received for each dollar expended. 

(e) Inadequate official recognition, specifically, in the title and position 
accorded the head of this function, of the relative importance of controller- 
ship in the organization. 

(f) Reluctance to exercise functional control throughout the organiza- 
tion to bring about adherence to rules and regulations and to stimulate 
better control of money. 

The Department is generally without planning and reporting techniques, the 
information, management perspective, and stimulus for improvement which more 
constructive controllership would provide. 

Mr. Brownson. Actually, Mr. Ames, as we look at that organiza- 
tional chart there, isn’t the Deputy Assistant Secretary almost in 
the location on the chart where the controller would be normally, 
inasmuch as he has the two squares that deal with budget and reports 
and finance underneath him ? 

Mr. Ames. I think you might compare that with exhibit 4 of our 
report in which the recommended position and title are shown. 

(See appendix A, p. 363.) 

Mr. Brownson. Looking at exhibit 4, that is essentially the habit? 

Mr. Ames. Except, this is our recommendation, which I think is 
in contrast with what you see in the existing picture, in that we 
have proposed a Bureau of the Controller directly under the Under 
Secretary for Administration, and the Controller would have the 
title and the rank of Assistant Secretary. 

Mr. Harpy. Following through on that, Mr. Brownson, if you con- 
tinued with the Office of Budget and Reports and the Office of Finance, 
they would be within the Office of Assistant Secretary-Controller ? 

Mr. Ames. Yes, sir; that is shown in exhibit 6 of our report. 

(See appendix A, p. 363.) 

Mr. Brownson. Do you have any idea of a comparison between the 
number of people required to implement exhibit 6 and the number of 
people who were performing the administrative functions at the time 
that you made your survey ? 

Mr. Ames. I do not. 

Mr. Brownson. I mean, just roughly, does this thing, this new 
breakdown, call for more people, the same amount of people, or fewer 
people? 

Mr. Ames. I would have to toss that to Mr. Wright. Oh, exhibit 6. 

Mr. Brownson. Exhibit 6 as contrasted with the status quo when 
you made your survey. 

Mr. Ames. It might require a few additional people, but I would 
say that the object was not dollar savings, but strengthening of the 
organization and 

Mr. Brownson. I am not questioning the object. But, in order to 
compare the two, I think that is something that would 

Mr. Harpy. Looking at the chart, it looks like it would take a lot 
more. You have more boxes. Now I do not know if you would 
have quite as many oP ina box. I stay in a box most of the time, 
but it is not one of these. 
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Mr. Brownson. It is always hard to keep them in the box. I have 
noticed that these boxes have a way of generating some more boxes 
underneath the boxes. 

Mr. Harpy. That always happens. The only thing about it, in 
the simplified chart that we have demonstrated at the top there, we do 
not know but that there might be a flock of other little boxes down un- 
derneath each of those. I would be surprised if there is not a goodly 
number. 

How about that now, since we are talking about that? Under this 
section over here, Budget and Finance; opposite Budget and Finance, 
how many more little boxes might they really have under that at that 
time ? 

Mr. Ames. I do not believe I can recall the organization, but there 
were a number of boxes, including administrative officers, currency 
coordinators, accounting personnel 

Mr. Harpy. Wait a minute now. They say you had an exhibit on 
that. 

Mr. Mountain. Exhibit 2. 

(Document referred to appears in appendix A as exhibit 2 of 
Heller Report.) 

Mr. Ames. Exhibit 2. 

Mr. Harpy. Exhibit 2 has a whole lot of crossties. 

Mr. Brownson. I only see the two boxes as they were, the Office of 
Budget and Reports and the Office of Finance. 

Mr. Ames. That is correct. This chart does not detail the organ- 
ization below that level. However, there were about 4 divisions, I 
think, within the Office of Budget and Reports, and 3 or 4 in the Office 
of Finance. 

Mr. Harpy. Well, of course, the number of boxes does not neces- 
sarily indicate the number of people involved. And, if there is al- 
ready a weak structure that needs improvement, it is entirely con- 
ceivable that you may need some more people, or you may need to im- 
prove the competency of some of those that were on the job at that 
time, 

Mr. Ames. I think the report calls attention to at least two im- 
portant functions that were not well developed in the existing organ- 
ization 

Mr. Harpy. Mr. Wright had an observation. 

Mr. Wricut. Mr, Chairman, in reply to Mr. Brownson’s question 
as to whether or not the proposed organization of the controller's 
function in the Department would take more people than they had 
under the Deputy Assistant Secretary in the organization which ex- 
isted when we got there, I remember that we asked the people in the 
Department who were responsible for the budget and financial func- 
tions just about how many people they had in that organization group 
shown in the chart, which says, “Main elements of organization ad- 
ministration.” As I recall it, in that particular area, they had about 
287 people. 

Mr. Harpy. Was that in those two white boxes we have there? 

Mr. Wricut. As Mr. Ames said, those two boxes there only show 
the basic organization. There were other boxes for functions, for 
example, under the box on the chart which reads “Budget and reports” 
and the box which reads “Finance.” That is a skeletonized structure 


in the exhibit there. In the proposed exhibit we amplify that struc- 
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ture to show all the functions. Therefore, you cannot make a com- 
parison between the chart on the wall and the proposed chart which 
we have here in the report. ; 

However, in those two boxes and the other boxes which were at- 
tached to those boxes, there were approximately 287 personnel in the 
Department engaged in budgetary and financial work. 

Mr. Harpy. Didn’t you all make an analysis of the number that 
would be required to carry out this chart that you have developed ? 

Mr. Wricut. We made a broad analysis, sir. I believe it was our 
conclusion that it would take about the same number of people and 
yossibly slightly more, not very many. ; 

The problem in that area was one of giving the function of the con- 
troller real stature and rank in the Department. That was the real 
problem. It was buried so far down in the organization that actually 
it had little influence over what the regional bureaus did with the 
money. And we are getting into one of the fundamental aspects to 
which Robert Heller and Associates gave attention in this whole or- 
ganization structure on the administrative side, which was the fact 
that the people who were basically responsible for the control of money, 
people, and things, simply did not have the rank and stature in the 
Department to bear or to bring any real influence on the regional 
bureaus on the substantive side of the Department. 

Mr. Brownson. One question, Mr. Chairman. In making reports to 
business, don’t you ordinarily sketch out a comparison between the 
personnel requirements as you find them when you come on the scene, 
and the personnel requirements to implement your overall program ? 

Mr. Wricut. If we are requested by management to do that, yes, 
sir; we do. In this case, we were not requested to make that compari- 
son precisely. We made a broad comparison, and the conclusion was 
that it would not take very many more people, if any more at all, to 
implement the proposed organizational structure in the controller’s 
department as far as the State Department was concerned. 

Mr. Harpy. I am more or less intrigued by your observation that 
the difficulty there seems to be one of lack of rank and stature. 

Mr. Wrieur. That was one part of it, sir, and a very major part. 

Mr. Harpy. Well now, is that due to the incompetency of the indi- 
vidual, or due to the fact that he was circumscribed ? 

Mr. Wricur. I would say that, basically, it was because he was cir- 
cumscribed. That was one of the big problems on the administrative 
side, that people over there simply did not have the rank and position 
and recognition in the Department to make their policy stick on the 
regional side, or the substantive side of the Department. 

Mr. Harpy. Let’s make a little comparison of rank there now. Let’s 
see, the way the thing is set up there, it shows the Deputy Assistant 
Secretary 

Mr. Brownson. Mr. Chairman, why don’t we get rid of the ap- 
pointed jobs and talk about the controller itself, as a career man? 

Mr. Harpy. At the time, you did not have a controller, as such, 
when that chart was drawn? 

Mr. Wrient. No, sir, we had a Deputy Assistant Secretary. 

Mr. Harpy. You see, that is the way the problem is. I think if 
we could understand—— 

Mr. Brownson. What was Mr. Wilber’s title at the time this was 
going on? 
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Mr. Wrieur. I believe his title was Deputy Assistant Secretary, 
and he reported to the Assistant Secretary for Administration. 

Mr. Brownson. In dealing with him, I had always understood the 
controllership function, and that is why I was trying to figure out 
what the title was that went with his job at that time. 

Mr. Harpy. To explore this question of rank a little bit, Mr. 
Wilber was a Deputy Assistant Secretary, and if he were going to 
make any suggestions that would have any weight over here in the 
Bureau of European Affairs, he had to be dealing with an Assistant 
Secretary. Is that right? 

Mr. Wricut. That is correct, sir. 

Mr. Harpy. So he was one rank below the fellow that he was 
having to point out the deficiencies to ? 

Mr. Wricut. That is correct, sir. 

Mr. Harpy. And if the fellow over here in European Affairs, or 
the Assistant Secretary, did not like what the Deputy Assistant 
Secretary of another part said, he said, “The heck with you.” 

Mr. Wricur. He might not suggest it quite that way. I think that 
would be the substance of his attitude. That would have made it 
very difficult, and it made it very difficult, for the administrative 
officials on that side of the Department to carry out their duties and 
responsibilities. 

Mr. Harpy. So, no matter how capable a man you had there, he was 
in one awful fix, wasn’t he? 

Mr. Wrienr. Yes, sir. 

Mr. Brownson. “I bet my Under Secretary for Administration 
can beat up your Under Secretary for Policy.” 

Mr. Wrienr. Sir, that is right on the surface. However, I do not 
want to belabor this point, but it is extremely important, at least, 
in our view. The Under Secretary for Administration, under this 
plan here, even if it were functioning, would find every day on his 
desk a series of complaints from his principal administrative officials 
with respect to the fact that the regional bureaus were not carrying 
out administrative policies. Now, he is only one man, and he simply 
cannot function as an errand boy for his administrative officials to 
run over to the substantive side of the Department and to put pressure 
on the assistant secretaries of the regional bureaus to carry out the 
administrative policy. 

The organization was entirely too thin at the top to do the big job 
that was required in the Department of State. 

Mr. Brownson. You mean, we have too many Indians and not 
enough chiefs? 

Mr. Wricut. That is a good way of putting it, sir. 

Mr. Harpy. You mean, too many Indians and not strong enough 
chiefs? 

Mr. Wricut. That is an even better way of putting it. 

Mr. Harpy. Actually, we are getting right back to this question 
that you mentioned a little bit ago of the appointed positions. 

Mr. Brownson. That is right. 

Mr. Harpy. So, if you get into the effectiveness of this Deputy 
Assistant Secretary down here, you have to figure on whether his 
sponsor carries more weight than the sponsor over on the other side? 

Mr. Brownson. That is right, whether his Under Secretary can 
beat up on the other one. 
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Mr. Harpy. That is right. I think that is the key to the whole thing. 
The question boils down to whether the Under Secretary for Adminis- 
tration over here is able to hold his own against the Under Secretary 
for Policy. 

Mr. Brownson. I will put my money on Bedell Smith 

Mr. Harpy. I think you put your finger on the whole problem. 

Mr. Brownson. My constituent. 

Mr. Harpy. So, what you actually wound up with then, if I under- 
stand this discussion of the experts, was the policy side saying, in 
effect, to the administrative side, “Why you go jump in the lake, we 
have been running this thing to suit ourselves for a long time, and we 
are going to keep on doing it.” That is what it adds up to me. 

Mr. Brownson. And with some little help from the overseas posts. 

Mr. Harpy. With a tremendous lot of it. 

Mr. Brownson. Who frankly hoped the administrative side would 
be the target of the first retribution against the United States. 

Mr. Harpy. Is that a fairly accurate paraphrasing, and in simple 
terms, about what you all found ? 

Mr. Wricut. Yes, sir; that is a very good paraphrase. 

Mr. Harpy. So, that really the problem lays in the initiative and 
the driving force—aggressiveness is not exactly what I wanted, but 
maybe that is it—these two people working, one in the policy side, and 
the other in the administrative side? 

Mr. Wrieur. And the policy side, the substantive personnel on the 
policy side, were the predominant people for the Department. They 
were the lieutenant generals. You have the colonels on the adminis- 
trative side and, although I am not an expert in military affairs, I just 
do not believe that a colonel can tell a three-star general what to do. 
That is, if he expects to ever become a brigadier general. 

Mr. Harpy. The fact of the matter is, a colonel does not stand a 
chance with a one-star general. 

Mr. Wricut. He does not even get in to see a three-star general, 
which is one of the problems on the other side. Actually, they get 
bottlenecked. 

Mr. Harpy. Go ahead, Mr. Mountain. We got off the track, but I 
think we got into a very interesting discussion here. 

Mr. Brownson. The only thing I do not understand now, we have 
these appointed positions—and it is with a little chagrin I find out 
that at the time when we had so deserving Republicans looking for 
offices, that the Eisenhower administration did not create enough top 
positions in the United States 

Mr. Harpy. They could not operate without the Democrats. 

Mr. Brownson. Enough deserving Republicans and Democrats. 

_ But, the problem comes, there must be an overall career civil serv- 
ice. Now, who would be the top civil servant with the controllership 
function? In other words, ordinarily we have always had your ap- 
pointive officers who come and go with the vagaries of politics and 
policy, and then we have had underneath a permanent civil-service 
type to preserve continuity in that particular office. 

Now, who would be the top, the highest grade, permanent career- 
type officers, exercising controllership functions under your recom- 
mendations ? 

Mr. Ames. I think civil service goes up to but not including the 
level of assistant secretary. Is that not correct? 




















136 ADMINISTRATION OF OVERSEAS PERSONNEL 


Mr. Brownson. That is my reaction. 

Mr. Ames. So, under our recommended charts—— 

Mr. Harpy. But, when you get up there in those top grades, they 
are schedule C’s aren’t they? So, actually, the civil-service aspect 
of it does not amount to very much and, actually, over in the State 
Department does not amount to much anyway because they do what 
they please. 

Mr. Wricut. Well, our recommendations, sir, addressed themselves 
to the appointment of an assistant secretary controller. We did not 
care where he came from as long as he was competent and had had ex- 
perience and training in the field of controllership functions. 

Mr. Harpy. But just the same, supposing you worked that out. I 
do not know what Mr. Carpenter’s status is, other than I understand 
he is Controller. However, if he is going to be dealing with people 
who have the same level of title over on the substantive side as he 
has on the administrative side, and his top boy there in the Under 
Secretary’s Office does not wear the pants, why brother Carpenter is 
not going to get very far. 

Mr. Wricut. I think that is correct, sir, in our judgment. 

Mr. Harpy. Go ahead. 

Mr. Brownson. I would still like to know who the top career em- 
ployee would be with controllership functions. 

Mr. Wricut. You mean who participated in the administration 
of some of the controllership functions? 

Mr. Brownson. Who has the most rank of the permanent civil-serv- 
ice employees, and where did you put him in your proposed setup! 
That is what I am trying to find out. 


Mr. Wricut. We did not give consideration to placing a ranking 
civil-service employee in any position. 
Mr. Brownson. What I am wa to get at, if you want to use a 


military analogy which is loose and probably not correct, let’s call 
our assistant secretary and our secretary and under secretary officers. 
Now what I want to find out is who is the warrant officer who runs 
the show regardless of what officer is transferred in or out in the con- 
trollership function? Who would be the top ranking perminent 
civil-service employee? I think that is very important to assure 
continuity. 

Mr. Harpy. That is important to assure continuity, but it really 
does not have any bearing on whether or not the controllership func- 
tion is going to be followed over in the substantive side. 

Mr. Brownson. No, not exactly on that point, but while we are at 
this point, I would like to find out who is his proper man, and where 
he put him, because I think later on it may serve to illustrate some 
other point. 

Mr. Wricut. Mr. Brownson, in our proposed organization, the 
proper man, and presumably this would be an appointive office, was 
the assistant secretary. There was no provision for a second man, in 
other words, a deputy assistant secretary controller. The assistant 
secretary in our proposed chart was supported by directors of princi- 
pal divisions as shown here. 

Mr. Brownson. Now, you have a budget officer here, too? 

Mr. Wricur. Yes, sir. 

Mr. Brownson. Would he be a higher ranking officer than the di- 
rectors in your proposed—— 
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Mr. Wrient. In terms of civil service grade? 

Mr. Brownson. Yes. 

Mr. Wricut. I do not believe we ever gave consideration to that, 
sir. The question of filling these various jobs here was a matter for 
departmental decision. 

Mr. Ames. It is a different type of responsibility. 

Mr. Wricut. These people would all be, presumably, if these jobs 
here such as the Office of Budgetary Control which we proposed should 
be headed by a Director, a ranking civil service employee, just as you 
would .have probably a ranking civil service employee as Director 
of the Office of Accounting. And, again, the budget officer would 
probably be a ranking civil service employee. 

Mr. Brownson. But, you did not make any kind of a table of the 
organizational breakdown as to what rank you thought that particular 
job should be? 

Mr. Wricut. No, sir; we were not asked to do that, and we did not 
doit. Furthermore, we did not have the time to do it. 

If they had asked us to do it, perhaps, Mr. Chairman, we would 
certainly have given attention to it. 

Mr. Brownson. I thought when you called a management survey 
company in, they told you what they thought you ought to know pretty 
well. 

Mr. Harpy. The only thing about that, I suppose you do have to tell 
the management survey company just what area you expect them to 
get into and how far you are going to let them go. Because, ac- 
tually, if you do not let them get into the area, they cannot do much 
good anyway. 

Mr. Brownson. That is right. 

Mr. Harpy. Go ahead, Mr. Mountain. 

Mr. Mountarn. Mr. Ames, I refer you to page 49 of your report, 
in which you state that there is no systematic attempt to reconcile the 
financial plan for a fiscal year with budget estimates previously pre- 
sented to the Congress as a basis for appropriation. Apparently, no 
one is held accountable for differences between the two; thus, little 
protection is afforded against careless or irresponsible estimating. 

Will you enlarge upon that, please? 

Mr. gs. We learned in our many conversations in the Depart- 
inent that the budgetary process, I think, begins with the preparation 
and answer to budget call of budget estimates, which have to be put 
together, generally, 12 months or more before the beginning of the 
fiscal year to which they apply. 

Those estimates, as I locale go through the administrative organiza- 


tion to the Bureau of the Budget and eventually to the Congress. 
Eventually an appropriation bill is passed and the appropriations 
indicate the amount of money available to the various departments. 

Knowing that, a financial plan is made as to how that money is to 
be allotted and suballotted, and it is broken down further by object 
accounts which describe the nature of erpeeETT in terms of personal 


services, transportation of things, and contractual services to be 
purchased and the like. 

_ We found no reports of procedures whereby the possible differences, 
inevitable differences, between the estimates intially submitted to the 


Bureau of the Budget and the Congress and the financial plan were 
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reconciled after appropriations were made available, and no account- 
ability, no explanation of those differences. 

Mr. Mountain. Do we understand that if the Department drew 
up a budget, for example, in the amount of $85 million and it went 
before the Congress, and the Congress cut $6 million of it, that they 
then had a $79 million fund to work with and on the basis of that 
amount of money they drew up a financial plan of how they were going 
to spend it, but that this plan had no necessary or systematic relation- 
ship with the justification put before the Congress in asking for $85 
million to begin with? Is that what you mean? 

Mr. Ames. I believe that is correct, but let me point out that we 
found no evidence of the possible carelessness or irresponsibility men- 
tioned in the paragraph you read. Our concern was with the fact 
that under the procedures there was no safeguard against such a possi- 
bility. I have no doubt that in arriving at the financial plan after 
appropriations were made, the initial estimates may have been the 
starting point in developing the financial plan, but, however, we 
gained the impression from many conversations on the point that no 
one had ever asked for a reconciliation of the two. I think that was 
the principal reason it was not done. It would have been additional 
work. It might not have been easy because of the detail involved, but 
it was still something that we felt should be done in order to establish 
accountability for the representations made in the budget estimates. 

Mr. Mounrarn. Is the lack of systematic reconciliation of the finan- 
cial plan with the justifications in the budget estimate what you were 
criticizing ? . 

Mr. Ames. Yes, sir. 

Mr. Mountatrn. Will you turn to page 50 of your report? I will 
read this statement: 

The financial plan, prepared by the Office of Budget and Reports, after appro- 
priations have been received, allots funds in total to bureaus and offices and 
make inadequate attempts to identify the funds with activities or expense classi- 
fications. Thus, it is not feasible to relate obligations and expenditures to 
financial plans. 

Will you elaborate on that, please, Mr. Ames. 

Mr. Ames. We were a little surprised to find no reports which made 
direct comparisons between actual obligations and expenditures and 
the financial plans. 

Mr. Harpy. You do not mean funds obligated for one purpose 
might be spent for another? 

Mr. Ames. It is possible in the absence of followup, to see how they 
compared. 

Mr. Harpy. In other words, you could not follow them up? 

Mr. Ames. No, sir. 

Let me say that we found, as we say here, there was no systematic 
or regular reporting on that basis. Now, the financial plan existed 
and there were ample records to establish legal responsibility for the 
use of money to show what they actually did with it. But, procedures 
did not facilitate a comparison of the two and, in inquiring about the 
possibility of such reports, we found that the people in the administra- 
tive area did not feel it was their job to look over the regional bureaus’ 
shoulders to see what they did with the money in terms of functions 
and activities. 
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Mr. Harpy. Did the regional bureau receive an allotment of funds 
based on a financial plan which is submitted ? 

Mr. Ames. I think procedure was not standard in that regard. Some 
financial plans were based on considerable detail elicited from the 
posts and branches of the regional bureau, and some were prepared in 
the regional bureau headquarters. 

Mr. Harpy. When funds were allotted to a regional bureau, they 
must have been allotted on some basis of justification? What did they 
justify ? my 

Mr. Ames. There was a great mass of detail used in budget justifica- 
tion. The exact basis for allocating amounts appropriated I do not 
know. It was a matter of discussion and negotiation within the 
Department. 

Mr. Harpy. What I am getting at is this, whether or not the basis 
on which a particular allocation was justified actually formed a basis 
for the expenditure. Or, did a regional bureau, for instance, come in 
end get an allotment alleging one set of uses for those funds. 

Mr. Ames. I cannot cite any examples where that happened, but in 
the absence of functional analysis, it could happen. 

Mr. Harpy. What I am trying to find out is whether or not that is 
what you had in mind in the statement here that if you could not relate 
an expenditure to an obligation it would simply mean that, insofar as 
anybody knows, the funds that were allotted might have been spent 
for purposes entirely foreign to those which had been used to justify 
the allotment. 

Mr. Amrs. Yes, sir. 

Mr. Harpy. Mr. Asher is shaking his head. Did you find something 
like that ? 

Mr. Asuer. No; 1 am merely giving him moral support. I think 
the answer is, “Yes,” just as he gave it. 

Mr. Harpy. And, of course, these obligations do not necessarily 
mean there was any improper use of the funds, except they were not 
used in accordance with the justification which was submitted ? 

Mr. Ames. Let me say that regular reports were not prepared to 
give assurance that they were being used in accordance with 

Mr. Harpy. In other words, insofar as the reports go, if they were 
used in accordance with the justification, it was purely coincidental ? 

Mr. Ames. We think management 

Mr. Harpy. Go ahead, Mr. Brownson. 

Mr. Brownson. We are getting here to a fundamentally different 
philosophy of the operation of the Department of State. 

This paragraph which condemns this procedure is one viewpoint. 
Another viewpoint would be that this was the epitome of decentraliza- 
tion, the epitome of holding a bureau chief responsible for spending 
his money, saying, “you have justified the money before the Bureau of 
the Budget, you have participated in the justification before the Com- 
mittees on Foreign Affairs and Foreign Relations and the Committee 
on Appropriations.” 

“And, now, here is your money.” 

_“As a fully paid representative of the United States, we have con- 
fidence in you, take the money and spend it without making a whole 
lot of extra gratuitous reports.” 


64302—56—pt. 1——-10 
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When you have traveled around the world and checked with these 
embassies overseas, the biggest single complaint that they have had, 
and it has been going on for years, and it has been given to us in a 
very straightforward fashion, has been the complaint that quite fre- 
quently our Foreign Service representatives are so busy reporting 
that they do not get any time for diplomatic activity. Their actual 
representation of the United States Government and its policy suf- 
fers because of the amount of paperwork. What I would like to know 
is whether this report essentially means this money was turned over, 
for instance, to the Bureau of European Affairs. Then, the Bureau 
of European Affairs has to spend that money within the certain de- 
partmental policies, doesn’t it? I mean they obviously cannot go out 
and buy lollypops with it. 

Mr. Harpy. How do you know whether they bought lollypops with 
it or not? I mean, is there any way to find out? 

Mr. Brownson. That is the question I am trying to lead up to. 

Now, what kind of a post audit was there under this system, without 
having periodic reports? 

I run a little business, and I found out that if I ever got all the 
reports that my auditors wanted, nobody would have time to sell 
anything, wait on customers, or do waything else. They would all 


just be reporting. My auditor is a very nice fellow, a very cheer- 
ful fellow, but I do not submit all the reports he wants. I am just 
wondering, in this particular case, if we are not setting up a report- 
ing procedure here that we may not need. We a be getting along 
without the procedure, and I would like to know what they are using 
in lieu of the report that this section says they are not submitting. 
Mr. Harpy. Maybe Mr. Wright or Mr. Ames could comment on 


that. 

Mr. Wricut. Mr. Brownson, could I say something applicable 
to your analysis of the Department on a centralized, versus a decen! 
tralized basis? 

In 1949, as everyone knows, the Department did go to a decentral- 
ized type of organization. However, in our estimate, good decen- 
tralization means that, for example, in the controller’s area, the basic 
programs and procedures for the allocation of money and for the 
assurance that generally the money is being spent for the purposes 
for which it was authorized, are followed up by the controller’s de- 
partment, which has the responsibility and is responsible to the Sec- 
retary to assure that in any given regional bureau the money is being 
generally spent in accordance with allotment areas, or the purposes 
which were originally authorized. 

Mr. Brownson. I will agree with that so far. That is fine. 

Mr. Wricut. Yes. It was our feeling that what happened in the 
Department after 1949 was that decentralization gave way to what 
we called “decontrol.” The regional bureaus ran away with the ball 
because of the weakness in the administrative side to find out what 
they were doing with it. The administrative side, as Mr. Ames said, 
simply was reluctant to look over the shoulders of the assistant secre- 
taries of the regional bureaus to audit, even in the broadest sense, 
what they were doing with the money. 

Now, we would certainly agree with you that it is unnecessary to 
burden down operating people, or even top management, with a great 
many detailed precise reports as to what is happening. After all, 
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you are not running a police organization and, presumably, you have 
people whose hearts are pure and who really want to do a good job. 
However, all people require supervision, even on a decentralization. 

And our conclusion was that in the type of decentralization which 
the Department had there was inadequate supervision because the 
situation had gotten out of control. 

Now, I think Mr. Ames can, perhaps, clear up the matter of the 
extent, the quantity, and quality of reports which any good organiza- 
tion would use to do these two things: (1) provide management with 
sufficient information and knowledge in a general way that the money 
is being spent for the purposes for which it was authorized; (2) to 
avoid unnecessary paperwork and expense in reaching the first 
objective. 

Mr. Brownson. That has been going on since 1949, I take it, since 
the decentralization had begun to grow there. 

Mr. Wricut. Yes; and I think it progressively got worse, let’s say, 
in 1949, 1950, 1951. 

Mr. Brownson. All this time, we had a controller. 

Mr. Harpy. We did not have a controller. 

Mr. Wriaut. No, sir; we did not have a controller. 

Mr. Brownson. We had a budget officer or somebody who made up 
the budget. There was somebody who had some fiscal responsibility. 
Didn’t he have any relationship with these overseas desks at all? 

Mr. Harpy. We had something, I do not know what we had. 

Mr. Wricut. He had a relationship with the executive directors of 
the regional bureaus who were chief administrative officers in the 
regional bureaus. But, as I think we said a moment ago, he was 
not strong enough to carry much weight with them. And I am sure, 
and this is way before our time, that the administrative side of the 
Department went over to the regional bureaus and said, “You are not 
doing this right,” or “you are doing this wrong,” and they stuck their 
neck out a little bit, as any good administrative fellow will do, and 
they had it chopped off. Well, they only had one neck, so they did 
not stick it out again. 

Mr. Brownson. And yet, in the field, you go to an Embassy and the 
Ambassador says, “I would like to have you over to dinner, and I cer- 
tainly hope you do not die of ptomaine poisoning. I have been trying 
now for 7 years to get this kitchen fixed, and get the stove repaired, 
and I cannot get any money for a $250 expenditure.” So somebody 
was exercising control somewhere. 

Mr. Harpy. Don’t you think that is where one of your problems 
was that maybe they had that money fixed up for the stove, but they 
bought lollipops with it ¢ 

Mr. Brownson. I think part of your trouble might be that every 
time the ambassador fired anybody from the embassy, they magically 
wound up here in the desk of the Department which controls the 
amount of money they got, which was a rather difficult and embarrass- 
ing situation. 

Mr. Harpy. It could be that maybe he got on that desk and could 
not get off. 

Mr. Brownson. It may have been that this fellow who had been 
discharged from the embassy was sort of hoping for the spread of 
ptomaine poisoning in that particular area. 
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But, what I am getting at is, somebody was exercising some func- 
tion. It looks to me as if we may be on the right track. Maybe these 
regional bureaus took over authority from both directions. Maybe 
they took it over from the standpoint of not letting anybody upstairs 
know what they were doing, and then carried out their obligations to 
the people downstairs in a dictatorial fashion. 

Mr. Harpy. Maybe they had that club so exclusive the controller 
could not get into it. 

Mr. Brownson. It could be. 

Mr. Ames. May I observe that I think Mr. Brownson is correct in 
recognizing two distinets points of view here. We obviously recom- 
mended functional planning and reporting and I think one of the 
points of view that existed was based on the traditional governmental 
accounting practice of using object accounts in which the needs and the 
actual uses of money were planned and reported in terms of how much 
is needed, how much is spent, for personal services, how much for trans- 
portation of things, how much for contractual services, and to the 
various object accounts that are standard in the Government chart of 
accounts, 

Now we submit that those classifications do not tell you what is done 
with the money. The right amount may be spent for personal serv- 
ices, but what did you get for it, what were those people doing? We 
would feel that good planning and control in terms of end use and 
what does the country get for money would be in terms of programs, 
functional activities such as consular affairs. 

Mr. Brownson. Of course, that certainly exists now. That is one 
of the biggest complaints overseas. Every so often the ambassador 
has to submit this long list of names of employees, that they spent 
17 percent of the time blowing their nose, and 1714 percent of the 
time closing and opening doors, and 18 percent of the time writing 
papers. It isa meticulous job. It is so meticulous that it is actually 
preposterous because nobody can estimate their employees’ time that 
way. 

Mr. Harpy. Do you not think that that is not under the controller- 
ship function? That is something on the policy side so they know 
what the folks send them. 

Mr. Brownson. The breakdown is not a policy. 

Mr. Harpy. That is not done for fiscal control, is it? 

Mr. Brownson. I think they want to know how much of the salary 
they can charge off to these various functions. 

Mr. Mountain looked into that quite carefully in the Far East. 
What was your reaction, primarily personnel controllership ? 

Mr. Mountarn. I am afraid at this point I do not have a reaction, 
Mr. Brownson. 

Mr. Harpy. The thing that you are talking about, and I recognize 
it does exist and there is a problem in connection with it, but I have 
wondered whether that type of report, which has proved to be onerous, 
is a report that has to do with the fiscal control, or whether it has more 
to do with other considerations ? 

Mr. Brownson. Is it possible that Mr. Wilber who is probably 
familiar with that report, would know which section it originated 
from and which it does control ? 

Mr. Witzer. It was developed primarily for the orderly presenta- 
tion of our budget in terms of function responsibility, and we arrive 
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at a statistical analysis to determine the effort that is being expended 
on each function, rather than establishing a monetary control, because 
we felt that if you control personnel services and if you control each 
object of expenditure in accordance with the budget presented to the 
Congress and the Bureau of the Budget, that you have accomplished 
pretty adequate budgetary control and, it is far simpler than the 
functional control of money. 

Mr. Brownson. The way it actually works, Mr. Chairman, would 
be like you or I trying to say what we did during any given week, a 
breakdown of our activities into a percentagewise analysis on our 
operations. It fluctuates between weeks, of course, and it is terrifically 
difficult to complete. But, it is primarily a controllership function. 
That is what I am getting at, there are controls in the field. Now it is 
possible that those controls do not get up above the regional bureau, 
but the field is reporting to the regional bureau. 

It looks like the trouble is between the regional bureau and the 
controller’s office. 

Mr. Wizser. May I add just one word, Mr. Brownson? 

We feel that this helps in the explanation of this matter. If you con- 
trol the number of people that are required for each function on the 
basis of workload 

Mr. Harpy. Well, of course we are getting now into the other side 
of this picture. Let’s try to keep this thing separate here. 

Mr. Brownson. What do you mean, the other side? 

Mr. Harpy. I was hoping that we would be able to get a presenta- 
tion of the data which the Heller group had. 

Mr. Brownson. In other words, let’s talk about this other thing 
when the State Department people are on ? 

Mr. Harpy. That is right. 

Mr. Brownson. I agree with you. 

Mr. Harpy. Of course, we will want to get fully the State Depart- 
ment’s views on all these things. 

Go ahead, Mr. Mountain. 

Mr. Mountatn. Mr. Ames, on page 51 of your report, the following 
statement appears: 

The internal audit function has not been completely developed, although there 
is a realization in some quarters that this should be an important means of assur- 
ing accurate and consistent accounting and reporting, of checking compliance 
with approved policies and procedures, and of providing a better understanding 
of the controllership function throughout the Department and foreign posts. 
The present auditing activity is largely limited to the pre-audit of vouchers, 
normally the function of an accounts-payable unit and some work done by the 
Foreign Service Inspection Corps. 

With regard to various appropriations other than that for “Salaries and 
expenses,” it appears typical that bureaus and offices designated as “Financial 
coordinators” maintain a total appropriation control for compliance purposes 
but do not satisfactorily perform a management review or dollar-control func- 
tion. In other words, while successful efforts are made to insure that allot- 
ments are not overspent, little effort is made to determine the value received 
from expenditures. 


Can you elaborate on that, Mr. Ames? 

Mr. Ames. That covers two rather distinct functions, I believe. 
The first paragraph, with regard to internal audit, means that audit 
within the Department of State is a preaudit applied to payment: 
In other words, a review of vouchers to permit some officials to sign 
them as approval for payment. 
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The broad view of internal audit which is developed along with 
modern controllership usually gives to that function some postaudit 
and some compliance audit responsibility. In other words, test check- 
ing for post audit. In industry, it would be to take the place of 
some interim professional work by outside accountants; in this case, 
to tie in with programs of the General Accounting Office which does 
the major postaudit. 

But, principally, we would like to see more attention given to a 
review of policies and procedures as practiced to see that they are 
fulfilling the obligations imposed by the regulations. That should 
be a very constructive service and in no sense implies a snooping 
activity. 

The second paragraph refers to allotments for various miscellaneous 
purposes which are usually identified with certain financial coordi- 
nators in the Department of State. Some of those activities are 
largely services performed for other departments, such as Commerce. 
The financial coordinator is charged with prime responsibility for 
seeing that moneys so appropriated or allotted are not overspent. 

And, in inquiring into the way they fulfilled their functions, we 
found that apparently typical that while they controlled, they matched 
the total expenditures against the amount available, they did not in- 
quire into the nature of the expenditures or receive or acquire any 
reports from the people who were actually spending the money in 
the field in the conduct of those activities to see what the money was 
spent for. They were interested only in seeing that the amount was 
not exceeded in total. 

Mr. Mounrarn. In other words, that legal requirement had been 
met? 

Mr. Harpy. Legal requirements insofar as amount is concerned. 

Mr. Mounrtarn. Insofar as amount is concerned. 

Mr. Ames. Yes, sir. 

Mr. Harpy. Not insofar as purpose is concerned or use? 

Mr. Ames. I am not sure there is a legal requirement as to purpose. 
I think that may be administrative. 

Mr. Brownson. Mr. Chairman, this concept of controllership puts 
the controller or the man who exercises controller functions in the 
position of the man wha holds the purse strings. If this were carried 
through to its ultimate conclusion, isn’t it a possibility that the whole 
Department would revolve solely around this man who exercises the 
controllership functions ? 

Mr. Harpy. I do not know whether it would or not. 

Mr. Ames. May I answer that? 

Mr. Brownson. Yes; would you please? 

Mr. Ames. As you have expressed it, it sounds as though the con- 
troller would have power to shut off the money, or say, “You are 
spending too much for this purpose, you will have to stop.” 

As a staff department head, I de not think he would or should 
do that, but he would see that the official responsible for program 
supervision was aware of the functions for which the money was being 
spent and had more full information. 

Mr. Brownson,. Could you give us an example, either real or hypo- 
thetical to illustrate that point you just made. I think I could see it 
more clearly if I had something concrete to illustrate that concept. 
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Mr. Ames. Let us say, trying to stay with the Department of State 
activities, broadly speaking, budget estimates and financial plans esti- 
mated that each regional bureau would need so much for consular 
affairs. And, let’s assume that the regional bureaus submitted to the 
controllership a satisfactory outline for a plan as to how they intended 
to divide that among their posts. Then, let us assume that as money 
is obligated and disbursed, a cumulative report for 2 months, 3 months, 
4 months of the fiscal year indicate that the proportion and amount, 
we will say, of money going for consular affairs 1s radically different 
from that which was in the plan. 

Mr. Brownson. You mean they are spending more money now than 
they planned to spend for consular affairs? 

Mr. Ames. And since they are legally stopped from spending too 
much in total, let us say, it means they are spending less for something 
else. It is just that we find activities are not being conducted according 
to plan. 

N ow, there may be ample justification for that, but somebody ought 
to hear about it. Somebody ought to ask what the reason is, and it 
should be quite significant in planning another year or in diagnosing 
a new trend of events to know that. At the present time, I do not 
think it is well reported. 

Mr. Brownson. Of course, that might not be the best example in 
the world because the Consular Division is the one division that makes 
a profit. I see what he means. 

Mr. Harpy. I do not think it makes any difference which item you 
take, but if you have two specific items in your budget, and the con- 
troller discovers that one of them is getting more money than the 
budget originally programed and the other is getting a lot less, it is 
time for somebody to look at it and see what is wrong. 

Mr. Brownson. You see what would happen. Let’s take consular 

affairs in Japan, for instance. Suppose some people wander over 
there, in this trade, and start exporting a lot of merchandise out. 
They have to issue all these seaaiane and papers and if there was a 
marked increase in exporting from a given area, they would need more 
help. Now, what would happen under the present system in a case 
like that ? 
_ Suppose over there in Japan, all of a sudden there is a lot of export- 
ing to the United States. They would need increased help. Or, sup- 
pose the armed services issues a regulation about the marriage to 
Japanese nationals and all of a sudden you have hundreds of GI’s 
pouring into there to get married. What would happen? 

Mr. Harpy. Under your concept of what you found, Mr. Ames, 
what would that kind of a situation show ? 

Mr. Ames. I will have to try to imagine the situation. I do not 
know that I am qualified to answer what would or should be done, 
but I would ak that in principle, the facts should be reported 
promptly. And, assuming there was justification in the turn of events 
for greater needs for money in that activity, it would be important 
for the Department to review its needs and see whether, if that activity 
is requiring more money than was anticipated, they have it elsewhere 
in their money, or had they better start shouting promptly to the 
Bureau of the Budget. 

Mr, Harpy. Actually, if there was a certain amount budgeted for 
a particular function and that amount did not prove to be enough, 
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they might be faced with having to come back to Congress with a 
deficiency appropriation request, unless there was a provision set forth 
in the budget which would permit the use of other funds for the fune- 
tion which was without sufficient funds. 

Mr. Brownson. Actually what we are talking about is the level at 
which this thing is going to happen. Again, it comes back to this 
centralized versus decentralized. 

Now the Ambassador in Japan represents the President of the 
United States directly. Apparently, he has great confidence in him, 
that he can negotiate with the Japanese Government. It seems to 
me that there is something, I do not know whether it is right or not, 
to be said for his having extra money in another pocket that he is 
not going to need, so that if all of a sudden his consular business 
picks up because a lot of GI’s are marrying Japanese girls, or there 
is a lot of shipping coming over here, without disturbing anybody 
unduly he reaches into the pocket with the money he does not need 
to pay his bills. If he does not have it in his pout, the next thing 
is how far you are going to ga—— 

Mr. Harpy. Mr. Brownson, you have to be a little careful about 
letting them juggle too much from one pocket to another in an agency, 
no matter what agency it is, because if you are going to proceed 
along that line, you may say, “Well, just appropriate $37 billion to 
the Secretary of Defense and let him dish it out as he sees fit.” 

Mr. Brownson. Personally, sometimes I have come to the conclu- 
sion that that is the best thing to do. If he needs more infantry or 
air force he could settle the thing and take the responsibility. 

Mr. Harpy. You are advocating the abolishment of your job and 
mine, and I am not going to go along with any such thing as that. 

Mr. Brownson. I am saying that we have not been to successful 
in controlling this budget, and that maybe we ought to try another 
approach. 

Mr. Harpy. I do not think we will control it along that line. 

Mr. Asher was sitting over there and just busting with an idea. 
I do not know what it was. If you want to express it, Mr. Asher, 
go right ahead. 

Mr. Asuer. I was going to elaborate on this point Mr. Ames was 
talking on, namely, the hypothetical problem that existed that Mr. 
Brownson posed of having an additional requirement in the consular 
affairs area at a particular post. I believe that that could be used 
as a good example of some of the problems we found right in the 
regional bureaus and the problems that resulted from the rather 
flexible use of money for one reason or another. 

I would submit that in this hypothetical situation, more likely than 
not, the post, requesting additional people or additional funds from 
the regional bureau would find that the regional bureau had, possibly 
through its own plans, diverted some money for other purposes than 
the American consular affairs, money that initially had been planned 
for that post. Unfortunately, the flexibility in the posts we visited 
had worked to the detriment of those particular functions that found 
their activities increased, and consular affairs had been one of them. 
That was a specific example at the posts. 

Mr. Brownson. That is just the kind of example I like. 

That is what I was interested in, what you found on this thing in 
the posts you visited. 
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Mr. Harpy. Of course, Mr. Asher was one of the group that visited 
some of the posts. And, I think it is very helpful to have that kind of 
a report. 

Anything further here? 

Mr. Mountain. We have three points to be covered. 

Mr. Harpy. Go ahead, and let’s see if we cannot get through. 

Mr. Mountain. Mr. Ames, on page 52 of your report, you list cer- 
tain proposals which you made to the Department of State. Can you 
briefly summarize the proposals that your firm made to the Depart- 
ment of State for improving its controllership functions? 

Mr. Ames. Again, there is barely more than a page and I do not 
think I could do it any more concisely than it is summarized here, if 
I may read it. 

Mr. Harpy. Go ahead, Mr. Ames, if you will. 

Mr. Ames. Under the heading “Proposals” : 


From January to April steps were taken to encourage management to over- 
come controllership deficiencies. Attention was called to the inadequacies which 
have been described; the importance of strengthening the authority and 
broadening the scope of accounting, budgetary, and financial officers was de- 
clared; and changes in techniques were suggested. The latter was largely con- 
cerned with fundamental revision in systems and procedures to provide a basis 
for improved reporting and control. 

A system of supporting forms was developed to illustrate to the Department 
ways and means of preparing more interpretable budget estimates for the Bu- 
reau of the Budget and more informative appropriation requests for the Con- 
gress. These forms were designed to portray in budget presentations the pro- 
posed expenditures by activity. They can also be used for establishing finan- 
cial plans in conformance with revised appropriations. 

The suggested system for budgetary control also included forms and pro- 
cedures which could be employed to compare actual obligations and expendi- 
tures with approved financial plans. Use of the forms would render obsolete 
many of those now in existense. 

Considerable emphasis was given to promoting, within the Department, an 
appreciation of the significance and value of modern controllership. In this 
connection, the necessity for recognition of the merit of functional control was 
stressed and the exercise of more authority, from the top, in accounting, budget- 
ing, and financial affairs was proposed. In the next section of this report deal- 
ing with organization it will be seen that a strong center of responsibility for all 
such functions is recommended. 

Mr. Mountarn. Will you continue, please ? 

Mr. Harpy. Do you have some more ? 

Mr. Ames. There is a final paragraph. 

If much of the foregoing portion of the report seems elementary, it is be- 
cause many of the requirements of controllership appear to have been neglected 
in current practice. Implementation of the improved techniques which have 
heen suggested is needed to form a foundation for further development of this 
function. If this is done, better administration and sound economies will be 
realized in due course. So far, administrative management of the Depart- 
ment has not moved forward aggressively to institute the proposed reforms. 

Mr. Mocuntarn. In sum, Mr. Ames, is it your observation that a 
center of responsibility with appropriate authority for controllership 
functions did not exist in the Department of State when you made 
your survey ? 

Mr. Ames. Could you read that-again, please ? 

Mr. Mounrarn. Would the reporter read that, please ? 

Mr. Harpy. Just a moment, right there. Let us go off the record 
for just a minute. 

(Discussion off the record.) 
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Mr. Harpy. On the record. We will get back to that question now, 

(The question was read back by the reporter.) 

Mr. Harpy. You still did not get that? 

Mr. Ames. Yes; I did. 

There was a center of responsibility, and there was some authority, 
‘There was not enough authority, nor was the center of responsibility 
strong enough. We just did not want to say there was not any center 
of responsibility or any authority. 

Mr. Harpy. We did not have a controller as such, did we? 

Mr. Ames. No, sir. 

Mr. Harpy. You had a Deputy Assistant Secretary who was in that 
spot; is that right? Well now, how long have we had a controller as 
such? Did that become effective while you were making your survey? 

Mr. Ames. No, sir. 

_ Mr. Harpy. That did not become effective while you were mak- 
ing 

Mr. Ames. No, sir. 

Mr. Wrieut. Mr. Chairman, as I understand it-at the present time, 
the Department has not carried out the procedural recommendations 
that we made in regard to the controllership function, nor have they 
established the organization of the controller which we recommended. 
I understand that Mr. Carpenter has the title of controller, but in 
effect, he is operating as Assistant Secretary for Administration and 
Personnel. There is no controller, as we visualized it, in the Depart- 
ment at the present time. 

Mr. Brownson. Maybe they did not like the suggestion. 

Mr. Harpy. That is entirely possible and we will, of course, explore 
those aspects of it a little later. 

Mr. Harpy. Just one other question. Was Mr. Carpenter in his 
present capacity during the survey that you were making? Was he 
then performing in his present capacity ? 

Mr. Wricur. We never worked officially with Mr. Carpenter at any 
time. He came into the Department way after we had left. 

Mr. Harpy. Did you meet with Mr. Carpenter after you had com- 
pleted your contract ? 

Mr. Wricut. We were asked to come down to go over this report 
with Mr. Carpenter because he was very much interested in the prob- 
lem and desirous of doing everything he could toward its resolution. 
He then had the position, as I recall, of Assistant Secretary for Admin- 
istration and Personnel. 

Mr. Wiper. Mr. Chairman—off the record—if you want the date, 
Mr. Carpenter arrived a year ago this month 

Mr. Harpy. That is all right, Mr. Wilber. I think that that will fit 
in normally, and we want to get that in when we get to Mr. Carpenter. 

There is something I want to explore very briefly before we adjourn 
to see if I can dispose of consideration of this particular topic. Do 
I understand, then, Mr. Wright, that since Mr. Carpenter took over 
this particular position some of you have been down here on a number 
of occasions to attempt to assist him in the determination as to the 
extent to which your report will be effectuated and implemented ? 

Mr. Wricut. He invited us down to help him understand this report 
so he would be in a better position to carry out the recommendations 
which we had made, if he agreed with the recommendations. To what 
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extent he has agreed with them, and to what extent he has carried 
them out, we have no knowledge, sir. : 

Mr. Harpy. Let me ask you this, have you been down working with 
Mr. Carpenter on that yourself? 

Mr. Wricut. I was down here, I believe, twice, and I spent per- 
haps half a day with him the first time and about three-quarters of a 
day the second time. 

Mr. Harpy. In the course of these activities, has there been any 
occasion to observe that Mr. Carpenter did not have the rank, or 
the sponsorship, to carry out decisions that he considered desira- 
ble to implement the recommendations that you made? 

Mr. Wrieut. Sir, the position he held when we came down here, 
and the position which he now holds, are not in accordance with the 
recommendations which we made for a strong administration of the 
Department. In our judgment, he does not have the position or the 
supplementary positions required to build a strong administration in 
the Department of State. 

Mr. Harpy. Well now, what is wrong with it? 

Mr. Wricut. Well, in accordance with our recommendations, we 
advocated an Under Secretary of State. Mr. Carpenter is not Un- 
der Secretary of State for Administration. 

Mr. Harpy. Well, don’t we have an Under Secretary of State for 
Administration now ¢ 

Mr. Wrieut. No, sir, I believe they have a Deputy Under Secretary. 

Mr. Harpy. Since Mr. Lourie went out, we do not have an Under 
Secretary of State? 

Mr. Wricut. The statute, I believe, expired at the end of last year. 

Mr. Harpy. I believe that is right. I had forgotten that. So, we 
do not even have that position available. 

Mr. Wricur. No, sir. And, we do not have on the administrative 
side today, as I understand it, an Assistant Secretary of Personnel 
which, in our judgment, was very important. Nor do we have an 
Assistant Secretary Controller, 

Mr. Harpy. Well, now, in Mr. Carpenter’s present position he has 
a responsibility for implementing the Heller report to the extent that 
its implementation is carried out; is that correct ? 

Mr. Wricut. I would think he would have a responsibility to carry 
it out if the Department of State approves all the recommendations. 

Mr. Harpy. Well, to be more specific, have you in your work with 
Mr. Carpenter seen him get his ears pinned back in trying to carry 
out something he thought ought to be done because he did not have 
enough rank ¢ 

Mr. Wricurt. No, sir, we have not seen that. And, in the short 
space of time we were there we would not have an opportunity to see 
it. And he certainly did not indicate to us that he did not have the 
authority, although we told him, that in our judgment, if he was going 
to do the job, the Department ought to carry out the recommendations 
we made with respect to administrative organization. 

Mr. Harpy. Did I understand that he has not ever indicated that 
he did not have enough authority to carry out his decisions or make 
decisions ? 

Mr. Wricut. Let me put it this way: As I remember, when I came 
down here he said he was having difficulty in doing many of the things 
which he thought were important. 
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Mr. Harpy. Would that be because he did not have enough rank? 

Mr. Wrieut. It would be my judgment that the difficulties were 
based on the fact he did not have enough rank, and that he was sub- 
ject to the same attitudes on the substantive side that many people 
for many years on the administrative side suffered from. 

Mr. Harpy. I think that is probably as far as I want to carry this 
discussion. 

Is there anything you want to develop on it, Mr. Brownson ? 

Mr. Brownson. I think we should develop that same point when 
we get Mr. Carpenter on the stand to find out how he feels about it. 

Mr. Harpy. We will. 

Mr. Brownson. There could have been many reasons for 
that, one being, as you pointed out, the difficulty of upsetting inertia 
in any type of enterprise, which is very frustrating. I cose no further 
questions. 

Mr. Mountarn. Nothing further. 

Mr. a We will stand adjourned now, to reconvene in this room 
at 1: 30. 

(Whereupon, at 12:20 p. m., the committee adjourned until 1:30 
p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Harpy. Let the subcommittee come to order. 

Mr. Mountain, whom do you want to appear now? 

Mr. Mountarn. Mr. Chairman, I wou 5 like to call Mr. Jefferson 
W. Asher, Jr., to discuss the problems of foreign economic reporting 
as found in the Department of State. 


FURTHER STATEMENT OF JEFFERSON W. ASHER, JR., ROBERT 
HELLER & ASSOCIATES 


Mr. Mountarn. Mr. Asher, when was this project on foreign eco- 
nomic reporting undertaken by your firm? 

Mr. Asner. In September 1953. 

Mr. Mountarn. o assigned this project to you? 

Mr. Asuer. This project was assigned to us by the Under Secretary 
of State for Administration. 

Mr. Harpy. Was that a part of the total assignment—— 

Mr. Mounrarn. It was a special assignment. 

Mr. Asner. It was one of the specific assignments. It resulted from 
a specific request from the Board of the Foreign Service. 

Mr. Harpy. From what? 

Mr. Asner. From the Board of the Foreign Service. 

Mr. Harpy. And what is the Board of Foreign Service? Let us 
put that in the record. What is it made up of? 

Mr. Asuer. I believe, since it has been some time, someone can 
answer that a little more accurately than I. 

Mr. Wricur. The Board of Foreign Service was established by the 
Foreign Service Act of 1946, and it was a part of the various functions 
performed in the personnel field. 

The chairman was, I believe, under the Foreign Service Act of 1946, 
the Assistant Secretary for Administration, and it dealt with certain 
personnel matters. 
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Mr. Harpy. It is a statutory board? 
Mr. Wrieut. Yes, sir; I believe it was. 
Mr. Harpy. Is it still in existence? 
Mr. Asner. I believe it is. 

Mr. Wrieur. I am not sure. 

Mr. Harpy. Has it done any good ? 

Mr. Wiper. We believe so. 1 think I should add it also had repre- 
sentation from other agencies of the Government. 

Mr. Harpy. The committee will accept that answer. 

Mr. Mountarn. Mr. Asher, what was the purpose of this project; 
why was it undertaken ? 

Mr. Asuer. The reason for this project was because there was a 
recognition on the part of the Department of State, as well as the 
Board of the Foreign Service, which represented the expression of 
opinion by other agencies, that there was dissatisfaction with the 
foreign economic reporting from the State Department and from the 
foreign posts on behalf of the agencies interested in the subject. 

Mr. Mountatn. What other agencies were involved ? 

Mr. AsHer. The principal agencies involved were the Departments 
of Commerce, Agriculture, and Labor, as well as the Department of 
State. 

Mr. Harpy. The Department of Commerce—would that include the 
Maritime Administration ? 

Mr. Asner. The Maritime Administration, sir, was to a small de- 
gree involved in the work we did. It was one of the interested parties 
but, as I say, to a minor degree. 

Mr. Mountarn. Can you tell us very briefly, and for the record, the 
purposes of and what constitutes foreign economic reporting, just 
what is meant by it? 

Mr. Asner. Foreign economic reporting, in our interpretation, em- 
bodied all the information reported from the posts to Washington 
on the economic subjects, and this would include matters dealing with 
labor, with agriculture, with commercial relations, as well as the broad 
economic aspects of the international economy of other nations. 

It is difficult to define it specifically because at the time, as a matter 
of fact, there was some controversy as to where economic reports began 
and where political reports began, so that I am laboring under that 
difficulty in trying to define it. 

Mr. Mountain. But, procedurally, certain reports of an economic 
nature emanated from overseas posts and were made available to 
interested departments and agencies here in this country, on the one 
hand, and, on the other, they had authority to call for certain specific 
economic information they needed for their use. Is that correct? 

Mr. Asner. Yes,sir. Just to get the ground rules, there were three 
categories that the report went into. 

One was the repetitive reporting requirements of each of the inter- 
ested parties. That is, something which Agriculture, for instance, 
knew that it would want year in and year out, would want a crop 
report, for example, as of a certain date. 

Or Commerce would want a report on certain subjects from a certain 
country each month. They were referred to as part of the compre- 
hensive economic reporting program. 

There was a table which specified such repetitive reports. 
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Another type of report was a spot request, which would be a report 
requested by the individual agency on a one-time basis or at least on an 
irregular basis. 

Then, the third type of report would be a voluntary type of report 
which would originate in the field as the result of an observer noting 
some economic situation he was to report on. 

Mr. Mountain. What was the nature of the dissatisfaction of the 
agencies serviced by the Department of State with the process of 
foreign economic reporting ? 

Mr. Asner. The agencies were dissatisfied with the Department of 
State’s fulfillment of their requests for reports. Thisisa very general 
statement, and it varied with the agencies. It varied as between 
agencies, but more or less each agency resented the fact that the 
Department of State upon occasion would reclassify, alter, change 
the priority of their reporting requests. Also there was difficulty 
iondlnea in obtaining the information due to lack of manpower at 
certain posts. 

Mr. Harpy. What do you mean by “reclassify” ? 

Mr. Asuer. Really, that statement was meant to apply to the pri- 
ority, sir. 

r. Harpy. Only to the priority ? 

Mr. AsHeEr. Yes. 

Furthermore, there was another bone of contention, particularly 
on the part of Commerce, as I recall, to the effect that the people in 
the field were claimed to be more interested in reporting in a vein 
that State wished to have them report—that is, a type of philosophical 
analysis of the economic situation rather than a more commercial 
dissertation on a particular subject, which Commerce wanted. 

So it was the character of the people that was a part of the dis- 
satisfaction as well as the quantity of the people, and in addition 
to the alteration of the requests—— 

Mr. Mountain. What was the Department of State’s view of the 
problem ? 

Mr. Asuer. I think that it would be easier for me to say, Mr. Moun- 
tain, the Department of State’s view was in a state of flux, and rather 
than being able to try to define what their view was, I think one of 
the problems 

Mr. Mounrtatn. Well, this certainly was not a one-sided problem, 
it was not just that the Department was failing to supply certain 

Mr. AsHer. Oh, no; I see what you want. Of course, there were 
always two sides to the story. 

The Department of State took the position they had been given the 
responsibility under Executive Order 10249 to administer foreign 
economic reporting to the best of their ability within the funds avail- 
able to them and they were attempting to carry out the requests but 
obviously with the limited manpower, their point of view went, they 
were unable to comply with all of the requests and someone had to 
suffer. 

I think, further, it is necessary to explain the situation. The 
Department of State had within it a number of the originators of 
requests from the different areas in the Department and each of them 
had a bone to pick, to different degrees, with the nature of the foreign 
post compliance with their requests. 
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For instance, within an area, say the intelligence area or the regional 
bureaus themselves, each of them was an interested party as far as 
these requests—— 

Mr. Harpy. You mean each of these was requesting similar reports? 

Mr. AsHer. Yes, sir, they, in many instances, were requesting 
reports that were similar to one another or similar to another agency’s 
request, and that was the objective of the executive order in cen- 
tralizing. It would centralize these requests and attempt to con- 
solidate the report—consolidate the requests so that one report would 
serve the purposes of all. 

Mr. Harpy. Well, you mean then, that if there was a request for a 
certain type of report by Commerce, that one of the other agencies 
might be interested in a similar report—I mean one of the geograph- 
ical bureaus might be interested in a similar report. 

Mr. AsHER. Yes, sir. 

Mr. Harpy. And so then the Department would boil that thing down 
so that they would come up with a kind of a report that the geograph- 
ical bureau wanted but which might not be suitable for the Depart- 
ment of Commerce. Is that what you mean ? 

Mr. AsHER. Yes, sir. 

Mr. Harpy. So that these reports, in substance, were colored for 
use by the Department of State. I don’t mean they were inaccurate, 
but they were prepared with that in mind, rather than having in 
mind the servicing of another agency ? 

Mr. AsHeEr. Well, sir, I would not go so far as to say that. As a 
practical matter in certain instances that was the case, but there was 
a group established in the Department of State actually with the 
responsibility of serving all the agencies; but just because it was in 
State, there was a tendency to give State a little bit more weight in 
terms of the character of the request. 

Mr. Hardy, Well now, we had a little argument on the floor not 
too long ago about agricultural representatives overseas to work under 
the Department of Agriculture, on the contention that the State 
Department either could not or would not perform the services Agri- 
culture had to have. 

I recall hearing some rather intense debates on that particular sub- 
ject and I believe that we have some representatives roaming all over 
the world now under the Department of Agriculture. 

Mr. Asner. Yes, sir. 

Mr. Harpy. Are we to understand then that there was a justification 
for authorizing the Department of Agriculture to put these people 
into the field simply because State was not meeting the needs of 
Agriculture ? 

Mr. Asuer. Sir, I could not pass on the justification of that legis- 
ation. 

_ Mr. Harpy. Well, I don’t mean to put you in a position of justify- 

ing the legislation, but may we put it this way. 

On the basis of your survey of the matter, I take it that you did find 
that the reports which were being submitted by representatives of the 
State Department were not adequate for the needs of the other agen- 
cles, 

Mr. Asner. That is true, sir. There were a number of reports and 
we got into this problem that you pose here with respect to the use 
of separate representatives for these other agencies to a limited degree. 
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But basically our position was that it was possible to operate, and 
it was not only possible but it seemed desirable from the standpoint 
of the United States as a whole, to operate with the consolidated 
type of reports, in the singleness of Foreign Service activities that 
were existing at the time, which resulted from the consolidation pre- 
viously in 1939, I believe, and subsequent to that, of the Department of 
Commerce representatives and Department of Labor representatives 
and Department of Agriculture representatives. 

Mr. Harpy. I think that all of us can readily realize that there are 
a great many advantages to having some central line of authority over 
these people who are running all over the world gathering informa- 
tion, but if the State Department cannot or will not adjust its per- 
formance to meet the needs, the legitimate needs of the other agen- 
cies, why, I don’t know how we are going to cope with a thing of that 
kind. 

Mr. Brownson. Did Heller Associates make any report in connec- 
tion with that use of Agriculture representatives ? 

Mr. Asuer. No, sir. Our report was not directly directed to that 
problem. 

It was on the matter of trying to set forth a means of resolving 
the dissatisfaction that existed because inadequate reports were being 
sent in from the field. 

Mr. Brownson. As a matter of fact, as I understood the debate on 
that legislation, it was primarily based on the premise that it was 
easier for a farmer to become a diplomat than for a diplomat to 
learn farming. 

Mr. Harpy. Well, it might have been, but I got the impression that 
some of the boys proposing direct farm representatives felt that re- 
gardless of a desire on the part of the State Department personnel 
to represent Agriculture, it did not have the desire 

Mr. Brownson. It goes back to goat telegram. 

Mr. Harpy. When did you read that? If you had been here, we 
would have had a fuller hearing, I know, on those goats. 

Mr. Brownson. Well, inthis case, it was the rabbits. 

Mr. Harpy. Proceed, Mr. Mountain. 

Mr. Mountatn. Mr. Asher, wasn’t it also true that the Department 
of State felt that some of these agencies did not control the demands 
that they placed upon State ? 

Mr. Asner. Yes, sir, that is true, and right at the heart of the prob- 
lem, as you touched upon it in your question, there was lack of defini- 
tion of just exactly what was to be expected from each of the agencies 
involved. 

Consequently, without a base to work from—a consolidated base—it 
was obviously difficult for anybody to control the amount of people 
necessary to collect that information which was not well defined. 

Mr. Mountarn. What were some of the other findings you made as 
a result of your study? 

Mr. Asner. Our study boils itself down really into two parts. 

We found that there were a number of adjustments organizationally 
and procedurally that could be made immediately within the State 
Department and with respect to the relationship between the State 
Department and these other agencies that could assist in subduing 
some of the difficulties and bringing forth some of the reports that 
were required. 
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But, and this is the second part of our work, we found if was neces- 
sary that some objective body undertake an overall comprehensive 
study; and we outlined the nature of the study so as to set up the 
mechanism for solving this problem, because it was not solvable with- 
in the framework of any one of the agencies, all operating at the same 
level. 

Mr. Mounra1n. Within the State Department what changes were 
needed ? 

Mr. Asner. Within the State Department we recommended certain 
consolidations in organization because we felt that there was a divi- 
sion of responsibility within the State Department, between the Divi- 
sion of Foreign Reports, the Division of Communications, the Liaison 
Branch of the Division of Communications, the Bureau of Economic 
Affairs, the regional bureaus. 

We proposed that these various functions be consolidated under 
one group and that that group report to the Bureau of Economic 
Affairs. 

Mr. Mountarn. All these various agencies you have mentioned with- 
in the Department of State had a piece of this problem and some of 
the authority that went with it; is that correct? 

Mr. Asuer. All of them were interested in this problem. There 
was some degree of centralization of responsibility in the Division of 
Foreign Reports, but we felt it was not properly located, since it 
was located in the administrative area and as such we felt it was not 
getting the guidance from the Bureau of Economic Affairs which 
itself, presumably, was the central focal point for all economic activi- 
ties in the State Department. We felt these other organizational units 
I have mentioned previously here had sufficient interest that their 
functions should be consolidated in this group. 

Mr. Mountain. Quite apart from an overall approach to the prob- 
lem, did you recommend procedures for dealing with other agencies, 
procedures to be followed by the Department of State? 

Mr. Asner. In another part of our short-range program, in addi- 
tion to the organizational adjustments, were certain improved admin- 
istrative practices and procedures which were in some detail and which 
were aimed at effecting better communication befween the other 
agencies and the foreign posts, aimed at developing adequate person- 
nel workload statistics, and aimed at setting forth some rules of oper- 
ation so that the personalities involved would be able to get along 
better with one another and therefore come to some logical conclusions 
about certain reporting programs that had to be made, so as to set up 
a program for each post in the field. 

Mr. Mountarn. Did your plan envision having the Department as 
the coordinating authority for the foreign economic report? 

_ Mr. Asner. Our short-range proposal, sir, envisions operating with- 
in the authority as established in Executive Order 10249. 

Mr. Mountarn. At what level in the Government did you propose 
this long-range review of this problem be undertaken ? 

Mr. Asner. I believe the proposal read to the effect that it be under- 
taken by an authoritative group under the Executive Offices of the 
President, such as the Bureau of the Budget, some one that had au- 
thority over these agencies, rather than one of the agencies themselves. 
64302—56—pt. 1——-11 
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Mr. Mountain. You presented these proposals to the Department 
of State on what date? 

Mr. Asuer. I believe the formal presentation was on December 
8, 1953. 

Mr. Mountain. At that time, was there included, or at some later 
date was there included, a suggested outline of specific installation 
procedures ¢ 

Mr. Asner. Yes, sir, we set forth in writing on December 16, 1953, 
the detailed implementing steps that we thought necessary to put the 
short-range and long-range projects into operation. 

Mr. Mountain. Did you discuss these matters with the other agen- 
cies involved ¢ 

Mr. Asner. Yes, sir; we did. 

Mr. Mountain. What was their response to the proposals ? 

Mr. AsHer. Each of the agencies that we discussed it with, which 
were Labor, Agriculture, and Commerce, felt it was a constructive ap- 
proach to the problem and in general agreed with such an approach. 

Mr. Mountain. Which was the principal agency involved among 
those you have named, Commerce ? . 

Mr. Asner. Yes; I think that it would be fair to regard it as the 
principal one, although the others were also involved. 

Mr. Mountarn. But they had the major reporting load or load of 
requests ¢ 

Mr. Asuer. I think Agriculture would argue with you on that point, 
because they were interested and had a number of specific requests, 
but the principal discussion and principal argument was about Com- 
merce and I guess the principal workload, if we wanted to say that, 
would come from Commerce. 

Mr. Mounrartn. With whom did you discuss these proposals in the 
Department of Commerce ? 

Mr. AsHer. With the chiefs, all of the chiefs of personnel involved 
in the International or the Foreign Relations Section, I believe, the 
International Affairs Bureau of the Department of Commerce, Mr. 
Sam Anderson—and people under him. 

Mr. Mountain. Do you recall Mr. Anderson’s title ? 

Mr. Asuer. I believe that he was Assistant Secretary for Interna- 
tional Affairs. 

Mr. Mountarn. Now, on what date did you hold these discussions 
with the Department of Commerce ? 

Mr. Asner. There were a couple of discussions held with the De- 
partment of Commerce. I could not remember the exact date offhand. 
They were, I believe, January or February of 1954. 

Mr. Mountain. Mr. Asher, I will hand you a photostat of a memo- 
randum from J. W. Asher, Robert Heller & Associates, to Mr. Donald 
B. Lourie, dated February 3, 1954, and ask you if this is a copy of a 
memorandum you submitted reporting on your conversation with Mr. 
Anderson on the previous day. 

Mr. Asuer. Yes, sir, it is. 

(The document referred to follows :) 
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Fesruary 3, 1954. 

To: O—Mr. Donold B. Lourie. 

From: J. W. Asher, Robert Heller & Associates, Inc. 

Subject: Meeting on foreign economic reporting with Mr. Samuel Anderson, 
Assistant Secretary of Commerce for International Affairs, February 2, 
1954. 

In accordance with previous arrangements, the subject meeting took place 
between Mr. Anderson, Mr. Hamilton Wright, and Mr. J. W. Asher, and lasted 
for a period of 2 hours. 

Material discussed is outlined as follows: 

1. Statement of the present conditions. 

2. Basie premises for consideration in arriving at a solution: 

(a) Unified Foreign Service, 

(b) State’s authority in the conduct of foreign affairs and administration 
of the Foreign Service, 

(c) Obligations imposed upon the Department of State as administrator 
of the Foreign Service, and 

(ad) Responsibilities of other agencies with respect to the Foreign Service. 

3. Immediate problems of operating under the existing legislative structure: 

(a) Specific problem areas as indicated in the flow chart of present pro- 
cedures, and 

(b) Recommended procedural improvements. 

4. Overall problems of establishing the most satisfactory organizations and 
methods for meeting the foreign economic reporting requirements of all inter- 
ested Government agencies. 

(a) Definition of objectives (including end-use survey). 
(6) Requirements computation. 

(c) Support of appropriation requests. 

(d) Management budgetary controls. 

(e) Personnel management. 

Mr. Anderson indicated considerable interest and agreement with the findings 
and conclusions presented to him. He expressed a desire to meet with Mr. Lourie 
at the earliest opportunity to discuss the implementation of both the immediate 
procedural improvements and the overall plan. He also requested that this same 
presentation be given to the Assistant Secretary of Commerce for Administration 
and other selected officials in the Department of Commerce in the near future. 
Mr. Anderson requested a copy of the complete report as submitted by Robert 
Heller & Associates. However, only a copy of the flow chart on the present 
procedures was left; and the statement was made that it would be more appro- 
priate for Mr. Anderson to obtain copies of the recommendations directly from 
the responsible officers in the State Department. 

It should be noted that in accordance with previous instructions from Mr. 
KE. T. Wailes, this presentation omitted the following portions of Robert Heller 
& Associates’ recommendations to the Department of State on the subject of 
foreign economic reporting: 

1. Organizational improvements in the Department of State possible under the 
existing legislative structure. 

2. Development of procedures to identify the cost of economic reporting 
activities in appropriation requests. This would be one of the projects included 
in the overall plan. 

3. Broad organizational adjustments in structure and working relationships. 
This also would be one of the projects included in the overall plan. 

4. Preparation of a new Executive order, if needed, in order to carry out the 
provisions of the overall plan which is developed. 

5. Implementing steps to carry out recommendations. 


Mr. Mountain. Now, this memorandum reviews the matters you 
had discussed with Mr. Anderson, is that correct ? 

Mr. Asner. Yes. 

Mr. Mountarn. Will you just very briefly tell the committee what 
subjects you did discuss with Mr. Anderson ? 

Mr. Asner. Broadly, we discussed, first, a statement of present 
conditions; second, the basic premises for consideration in arriving 
at a solution to the problem. 
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We discussed the immediate problem of operating under then 
existing legislative structure and we discussed the overall problem 
of establishing the most satisfactory organizations and methods for 
meeting the foreign economic reporting requirements of all interested 
Government agencies. 

Mr. Mounratn. What were Mr. Anderson’s reactions to your sug- 
gestions and discussions ? 

Mr. Asner. He indicated a considerable interest and agreement 
with the findings and the conclusions presented and furthermore 
he expressed a desire to meet with Mr. Lourie at the earliest oppor- 
tunity to discuss the implementation of both the immediate procedural 
improvement and the overall plan. 

Mr. Mountain. Will you read the paragraph at the bottom of that 
second page of your letter and the numbered items that follow: 

Mr. Asner. Yes, sir. I quote from the letter: 

It should be noted that, in accordance with previous instructions from Mr. 
E. T. Wailes, this presentation omitted the following portions of Robert Heller 
and Associates recommendations to the Department of State on the subject of 
foreign economic reporting: 

1. Organizational improvements in the Department of State possible under 
the existing legislative structure. . 

2. Development of procedures to identify the cost of economic reporting 
activities in appropriation requests. This would be one of the projects included 
in the overall plan. 

8. Broad organizational adjustments in structure and working relationships. 
This also would be one of the projects included in the overall plan. 

4. Preparation of a new Executive order, if needed, in order to carry out 
the provisions of the overall plan which is developed. 

5. Implementing steps to carry out recommendations. 

Mr. Mountain. You were instructed by the Department not to 
discuss these points you have just read in your conversations with the 
Assistant Secretary of Commerce for International Affairs? 

Mr. Asuer. Yes, sir. 

Mr. Mountain. What is your understanding as to why these mat- 
ters could not be discussed with the Department of Commerce? 

Mr. Asner. Each of these—maybe I should take each of these 
points and give you my interpretation of why these were not to be 
discussed. 

However, I should point out it would only be my interpretation, 
because it was merely told to me that these were points we should not 
bring up. 

Mr. Mounvarn. At this meeting when you were told what. not to 
bring up, some explanation was offered to you or some guidance was 
given to you certainly, was it not? 

Mr. Asuer. Yes, sir. In general, as I recall 

Mr. Harpy. And what was the nature of that ? 

Mr. Asner. Well, sir, maybe I should then go down each one of 
these and review them and tell you as I recall it. 

Mr. Wrieut. I think the position of the Department of State was 
that those four points that Mr. Asher has just read were matters solely 
of concern to the State Department and in a way, they looked at 
Commerce and Agriculture and Labor as being competitive organiza- 
tions and they did not want their internal problems discussed with 
them. I believe that is what it amounted to. 

Mr. Asner. It was actually that, and one step more—— 
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Mr. Wricur. They felt that it would give the Department of Com- 
merce, perhaps, an undue advantage. 

Mr. Harpy. Maybe we are taking advantage of them by talking 
about them today. 

Mr. Wricar. Well, we only took instructions. 

Mr. Harpy. I understand that. The only thing I am trying to do, if 
I can, is understand why they had given these instructions, whether 
it was strictly because they did not want Agriculture and Commerce 
monkeying around in their little private domain. 

Mr. AsHER. Some of these subjects, sir, were subjects of immediate 
discussion between Commerce and State and they did not want us to 
bring them up because of the time element ; apparently they felt it was 
not appropriate to bring them up, to bring up certain of these points 
with Commerce, at least to have us to i them to Commerce’s 
attention. 

Mr. Harpy. Did you have any instructions in the event that any 
other agencies mentioned these points to you, not to discuss them? 
Mr. Asner. That is correct, we were asked not to discuss them. 

Mr. Harpy. Well, what were you supposed to say when they brought 
it up, “Sorry, we got orders that we cannot discuss that. If you 
want to talk about them, you will have to go to State.” 

Mr. Asner. They did not tell us specifically what to reply. 

Mr. Harpy. Well then, you were in an awful spot, weren’t you, 
when you were told what you could not talk about then they did 
not tell you what you could say when it was brought up. 

Mr. Asuer. Yes, sir; we were hampered in our presentation. 

Mr. Mounrarn. Was it possible to deal fully and frankly with the 
problem and omit these factors? 

Mr. Asner. No, sir; it was not, fully and frankly. 

Mr. Harpy. Read those points again, Let us see what they are, let 
them lie on the table—I am sorry that we don’t have some of the 
folks from some of the other agencies to listen to this now. 

Mr. Asuer. The first point, of course, is the organizational improve- 
ments in the Department of State under the existing legislative struc- 
ture. 

Now, that was an internal thing and the State Department indi- 
ane they did not wish to have their internal problems evidenced 

efore a—— 

Mr. Harpy. Did they indicate that they were irrelevant or—— 

Mr. Asner. I could not draw any conclusions. 

Mr. Harpy. Well, maybe that is an unfair question. Go ahead. 

Mr. Brownson. This is a case of does Macy tell Gimbel ? 

Mr. Harpy. Well, I understand that, but the Department of Agri- 
culture and the Department of State are not exactly competitive in 
their relationships as Macy’s and Gimbel’s are. 

Mr. Brownson. Well, maybe they are—or think they are. 

Mr. Harpy. Well, maybe you and I have got more of a job than 
we thought we had. 

Mr. Brownson. Could be. 

Mr. Harpy. Go ahead, Mr. Asher. What was No. 2? 

Mr. Asner. No. 2 is the development of procedure to identify the 
cost of economic reporting activities in appropriation requests. That 
was one of the projects included in the overall plan. 
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Mr. Harpy. Now, in other words, was there a reimbursement prop- 
osition involved in this? 

Mr. Asuer. Yes, sir. The question that was raised here was who 
would make the appropriation request, would the appropriation re- 
quest for these services appear in State’s budget or Conmadenete bud- 
get and, if so, they raised the question, you see, of who would have 
control of the people, and they did not want that question raised at 
that time. 

Mr. Harpy. You mean that the Under Secretary of State at that 
time, General Smith, I presume, and the Secretary of Agriculture, 
Mr. Benson, had solved these questions to their satisfaction ? 

Mr. Asner. Well, sir, I do not know what the background was on 
that level. 

All I know is that we were told to exclude that point and I inferred 
that the problem was, that the purpose of excluding this was because 
they did not want to bring up that issue—I don’t know about the 
Secretary level. 

Mr. Harpy. I think, if we follow along that line of thinking in con- 
nection with No. 1 of a moment ago, that maybe the State Department 
did not want Commerce to find out how much it was actually costing 
them to develop this information. 

Mr. Asner. Well, maybe they didn’t know, sir-—— 

Mr. Harpy. Or maybe they were charging too much or maybe State 
was subsidizing them and did not want Commerce to find it out—that 
would be a queer sort of a situation. 

Go ahead with No. 3. 

Mr. Asner. No. 3 was a broad organizational adjustment in struc- 
ture and working relations. 

Mr. Harpy. What does that mean? 

Mr. Asner. That refers to—well, actually as a part of our overall 
plan we referred to a readjustment, if appropriate, upon further ob- 
servation of this problem by the authoritative bodies, readjustment 
of the organization to handle foreign economic matters and this, of 
course, got down to the heart of the problem, or the necessity of defini- 
tion of whose responsibility it was, who was responsible for economic 
affairs in each of these areas. 

Mr. Harpy. So, if the State Department did not have people in 
Timbuktu who were capable of getting the kind of information Com- 
merce wanted, they did not want Commerce to find that out, is that it? 

Mr. Asner. No, sir, that is not the point that was brought up. The 
problem was who should be the focal point, should it be the Depart- 
ment of Commerce with regard to international affairs or should it 
be an area in the Department of State such as the regional bureaus. 
It raised that question, and they did not want that question to be 
raised by us. 

Mr. Harpy. So the State Department did not want anybody to 
question whether or not they were the proper ones to have complete 
jurisdiction on matters of an economic nature in so far as it related 
to foreign countries? 

Mr. Asner. Yes, sir, they did not wish to raise that question be- 
cause—— 

Mr. Harpy. And what were you to do if the Department of Com- 
merse raised that one? 

Mr. Asuer. We were not to discuss it. 
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Mr. Brownson. Mr. Chairman, I think there is one other possibility, 
aside from the statement you have just made, and that is that the 
State Department did not want Heller & Associates discussing it— 
we don’t know whether they discussed it among themselves or not, 
but they did not want, it is obvious, Heller to discuss it. 

Mr. Harpy. Well, maybe that is the answer and it very conceivably 
could be. 

However, it seems a little peculiar to me that one of the Nation’s 
top-ranking firms was called in to make a study and then they say, 
“Here are the untouchable fields, you must not step over this line into 
this field here because you are liable to get into things that we don’t 
want you to.” 

Mr. Brownson. Let us see if they really said that to Heller and As- 
sociates, that they told them that they did not have the right to deal 
with Commerce on any of these areas where there may be conflict. 

I mean, they were ultimately going to write a report to the Depart- 
ment of State, but they may criticize and it seems to me that there is 
a quesion of logical doubt as to whether an outside business manage- 
ment firm should discuss the relationships that the departments might 
prefer to discuss among themselves. 

Mr. Harpy. I think you might be on completely good ground with 
respect to a policy decision concerning the responsibility of one agency 
or the other. 

Mr. Brownson. Yes. 

Mr. Harpy. I think that is all right. 

When you get into a question, though, of costs, I have a little diffi- 
culty seeing how anybody is going to make any management diagnosis 
without being able to discuss costs and that sort of business. 

Mr. Brownson. Well, they could discuss that with the State Depart- 
ment, it was just that they could not discuss it with Commerce. In 
other words, that is the way it looks to me. 

I mean, if I hired Heller and Associates to do a job for me, then 
maybe I would want them to submit these recommendations to me first 
and then I would decide whether they were good enough to take over 
to, say, Commerce. 

Mr. Harpy. Well, the only difficulty I see in that is that Heller was 
engaged for one purpose only, and that was to try to bring about some 
improvement. 

Mr. Brownson. Yes, sir. 

Mr. Harpy. Obviously, they must have recognized that there were 
some problems involved in this area, and if problems were involved, 
then somebody was needed to settle them. 

Maybe they should not let them get into this field at all, but I don’t 
know how in the world they could properly dispose of the problems 
surrounding the foreign economic report if they were going to be cir- 
cumscribed and not be permitted to discuss some points which, it 
seemed to me, had a rather key significance. Of course, as I said, 
maybe they should not be in there at all. 

Mr. Brownson. Maybe. 

Mr. Harpy. But if they were in it, then it seems to me that was a 
stupid restriction to put on. Of course, it is not up to me to make that 
decision, either. Go ahead, Mr. Mountain. 

Mr. Mountarn. You were sent over, were you not, Mr. Asher, to dis- 
cuss this problem of foreign economic reporting with Commerce? 
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Mr. Asuer. Yes, sir, we were asked to go over. 

Mr. Mountain. At the request of the Department of Commerce! 

Mr. Asurr. The request of the Department of State. I believe the 
original idea came from a request of the Department of Commerce 
placed on the Department of State. 

Mr. Mountain. Does your memorandum show whether or not the 
Department of Commerce asked for a copy of your report on foreign 
economic reporting / 

Mr. Asuer. Yes, it does show that such a request was made by the 
Department of Commerce of the Department of State. 

Mr. Harpy. Was it requested of you? 

Mr. Asuer. It was requested of us and we advised that it was ap- 
propriate that such request for such a copy of the report should be 
aaa of the Department of State. 

Mr, Harpy. They did originally address the request to you ? 

Mr. Asuer. Yes, sir. 

Mr. Harpy. And you advised them to make the request of the State 
Department ? 

Mr. Asuer. Yes, sir. 

Mr. Harpy. Did you have any further information as to what hap- 
pened ¢ 

Mr. Asuer. No, sir. 

Mr. Harpy. Mr. Mountain, make a memorandum to be sure to raise 
that inquiry with State Department as to what transpired at that time. 

Mr. Mountain. Yes, sir. 

Mr. Harpy. Proceed, Mr. Mountain. 

Mr. Mountain. I refer you to page 37 of your final report, Mr. 
Asher, and ask you to give us the conclusion which you reached on 


this matter of State’s handling of foreign economic reporting. You 
might read that. 

Mr. Asuer. All right, sir. I will read from the report, the con- 
clusion : 


Unless the Department is willing, at an early date, to endeavor more ade- 
quately to fulfill its responsibilities to other agencies, it cannot hope to achieve 
the leadership it is presumed to exert in connection with their international 
efforts. Other agencies will, as a matter of protecting their own interests, tend 
more and more to operate independently of the Department. The occasion to 
initiate improvement in the foreign economic reporting is the Department’s op- 
portunity to demonstrate to other agencies its willingness to assume leadership. 
It is therefore urged that work be undertaken promptly to install the recom- 
mendations which have been held in abeyance since December 16. 

Mr. Mountarn. This report was written May 15, 1954? 

Mr. Asuer. Yes, sir. 

Mr. Mountary. Had the Department as of May 1954 taken any 
effective steps to install either the short-range or long-range proposals! 

Mr. Asuer. No, sir; they had not. 

Mr. Mountain. No further questions. 

Mr. Harpy. Mr. Brownson? 

Mr. Brownson. Only one thing I would like to know and that is 
the form in which this communication was made prohibiting your 
discussing certain areas with the Department of Comeana 

Mr. Asner. If I recall it correctly, sir, we had a copy of one of our 
working papers which outlined the substance of our report and the 
Assistant Secretary for Administration made little sheak marks and 
notes in that copy indicating that in our presentation with the Depart- 
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ment of Commerce we omit those subjects. In this letter to Mr. Lourie 
we repeated the substance of these check marks. 

Mr. Brownson. So it was at Mr. Lourie’s request that you 
eliminated it? 

Mr. Asner. It was at the specific request of the Assistant Secretary 
for Administration. 

Mr. Brownson. Was that Mr. Lourie at that time? 

Mr. Asuer. No, sir. 

Mr. Brownson. Who was it? 

Mr Asner. Mr. Wailes. 

Mr. Brownson. Thank you. 

Mr Harpy. Mr. Blatnik, any questions? 

Mr. Biatnrx. No questions. 


FURTHER STATEMENT OF HAMILTON W. WRIGHT, ROBERT 
HELLER & ASSOCIATES 


Mr. Mountain. Mr. Wright, you will recall that in earlier testi- 
mony we covered the broad outlines of your experience in the Depart- 
ment of State and the events leading up to the request by your firm 
on March 23, 1954, made of the Secretary of State, that he exercise 
his prerogative of canceling your contract or undertake to give you 
renewed sponsorship. 

Referring to that fact, will you tell us, from the standpoint of the 
job head, which you were—the man on the job from day to day—what 
the events were that led up to your conclusion that this was a proper 
move for your firm to take? 

Mr. Wrieut. Well, I will try; I will try to show the thoughts that 
went through our minds at that time. 

It was not at one particular point. I think their attitude toward 
the degree of productivity that we could produce there in the Depart- 
ment began to change shortly after the Under Secretary for Admin- 
istration left, and I believe that was around the first part of March. 

As you know, Mr. Lourie had requested that the Department retain 
us in this capacity of yy the Department improve and strengthen 
its administration, and Mr. Lourie left and at that point the State 
Department appointed an Acting Deputy Under Secretary for Admin- 
istration, Mr. Thruston Morton. 

There was some significance to us in the fact that, although the 
statute provided for an Under Secretary for Administration, that 
the ita had elected first to appoint an acting person in that 
job and the job was lower in the sense that the Acting Deputy Under 
Secretary for Administration then reported to the Under Secretary 
rather than to the Secretary of State. 

I would say that a new management came in which possibly was 
not as interested in our problems and our efforts to carry out Mr. 
Lourie’s original objective. Certainly the Acting Deputy Under Sec- 
retary for Administration, who was also full-time Assistant Secre- 
tary for Congressional Relations, did not have enough time, or to 
put it another way, did not have as much time as Mr. Lourie had had 
to devote to the direction and support of our efforts. 

I would say that shortly after Mr. Lourie left that the expected 
normal resistance that one always encounters, whether in working for 
an industrial corporation or a Government agency—and it began to 
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translate itself into a passive resistance, if you pleam, and it began 
to display a large measure of indifference to the efforts which we were 
making. First, to follow up on the recommendations which we had 
made to the Department and on which no action had been taken: and 
secondly, we still had a certain amount of work which had not been 
finished and upon which we wished to make additional proposals, 
We had a very difficult time getting meetings organized to hear our 
presentations. 

I remember in one instance with respect to the proposals on the 
Controller side, that nine meetings were canceled before we finally 
were able to hold a meeting and i remember in that particular case 
that Mr. Ames said to me: “Just how long are we going to hang around 
waiting for the Depaxtment to at least receive our proposals?” 

And I went to, I believe, Mr. Earl Sohm, who was an administrative 
assistant to Mr. Thruston Morton, and specifically asked for a meet- 
ing on this subject and at that point the meeting was held. 

Ve made our recommendations and asked for instructions to pro- 
ceed, and the general attitude was, well, that we send over our pro- 
posals and they would let us know what was going to happen. 

I know at that time we followed up very vigorously on the foreign 
economic reporting proposals and we were told by the Assistant Sec- 
retary for Administration that we should not give further attention 
to that matter, that the jurisdiction for any continued work had been 
turned over to one of his administrative assistants. 

There were other delays which indicated to us that the Department 
was not as interested in our work as Mr. Lourie had been. 

Well, we have a policy in our firm, and I think our reputation to a 
large extent has been built upon that policy, and the policy is that we 
will not work for a client nor will we accept his money unless we can 
be productive. We have made our reputation by being productive, 
and we were not going to have it impaired by being unproductive. 

In addition to that, always, under circumstances of that sort, you 
will run into rumors and gossip at the subordinate staff level and in 
this case we got rumors to the effect that evidently the emphasis on 
further administrative reforms had lessened—and we don’t believe too 
much in those rumors that we get from staff people, but nevertheless 
you have to evaluate them. 

I think it was our general feeling that because of those circumstances 
that possibly the Department had taken about as much change and 
reform as they could take at one time. 

We certainly recognized that when Mr. Lourie was there he had 
made some major organizational changes, he carried out Reorganiza- 
tion Plans 7 and 8, he had reduced personnel in the Department by 
21 percent—and, as you know, these people in the State Department 
are just as human as anyone else and they can only take just so much 
change. We have had experience with clients who had asked us to 
continue our work with them, and where it had been our considered 
judgment that they had been “over-cliniced,” as we say, and had taken 
just as much change as they could and that we had better get out. 

Mr. Brownson. On what dates were these conferences being can- 
celed, roughly ? 

Mr. Wriceut. I cannot give specific dates, sir. There was a whole 
series of conferences which the various members of the staff, as well 
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as myself, had set up with these different officials on the administra- 
tive side. 

Mr. Brownson. About when, roughly? 

Mr. Wrieut. I would say from about March 3, probably right up 
to the end of March. 

Mr. Brownson. 1953? 

Mr. Wricut. Yes, sir. 

Mr. Brownson. 1954. 

Mr. Wricut. I mean, 1954. 

Mr. Harpy. In other words, it was after Mr. Lourie had left? 

Mr. Wrieurt. Yes. 

I know that particularly at that point we were very seriously em- 
broiled with formulating tinal recommendations with respect to the 
organizational structure of the Department, and Mr. Lourie had been 
trying to set up a meeting with the Secretary of State, but he was 
engrossed in the business of preparing for the Caracas Conference, 
and Mr. Lourie could not set up the date. 

He told me he was going to take our recommendations to Caracas— 
he was going with the Secretary—and try to talk with him about 
these matters down there. 

I did not know specifically when Mr. Lourie was leaving. In fact, 
I never found out until, I would say, the day before he left. Of 
course, Mr. Lourie did not come back to the Department. I took 
up the question of what we were going to do with our recommenda- 
tions on organization with the Assistant Secretary for Administra- 
tion, around whom we were supposed to pivot, in accordance with 
the instructions received from Mr. Morton. The Assistant Secretary 
for Administration told us that we had completed our organizational 
work in the Department, that all of the organizational changes that 
the Department proposed to make had already been made, and there 
was no further work there. 

Mr. Harpy. Well, he told you, then, that you were all through? 

Mr. Wrieut. No, sir, he didn’t use those words, but it was pretty 
evident that we were not working on the same basis that had existed 
when we first began. 

Mr. Harpy. Now, actually, you had come there with the under- 
standing that you were going to submit your recommendations orally 
as you went along, and you got to a point finally where you did not 
have anybody to listen to them; isn’t that about right? 

Mr. Wricut. They would listen, but we would get no reaction, 
which was equivalent to not listening. 

Mr. Harpy. Well, they wouldn’t even have meetings, so you didn’t 
have anybody listening, apparently. 

Mr. pes was gone and you did not have any more ears, and 
then the Assistant Secretary for Administration says, in effect: 

“What are you fellows hanging around for? We have done all 
we are going to do and we won’t even set up meetings. Why don’t 
you go home ?” 

Mr. Wrieut. That could be a possible interpretation. 

Mr. Harpy. Well, that is the one that I just got from listening 

0 you. 

Mr. Wrient. And I think in a way, we came to that, in a sense, 
and that was why after careful consideration by Mr. Elmendorf and 
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the principal officers of our own firm, we decided to write the letter 
to the Secretary of State that I think everybody is familiar with. 

Mr. Brownson. You had certainly lost a very dear friend. 

Mr. Harpy. Yes; and lost the only earpiece that you had. 

Mr. Wricut. Well, we were not concerned about losing, as Mr. 
Brownson says, a very dear friend, but we were concerned with losing 
strong support for our endeavors. 

Mr. Harpy. Well, actually you did not have anybody that gave 
you any promise of putting into effect any further recommendations; 
that is what it sums up to. 

Mr. Wrieut. That is right, sir. 

And the time was so short before we left, it seemed to us rather im- 
practical to suggest that support would develop within the Depart- 
ment. 

Mr. Harpy. Well, it seems sort of strange to me, though. Here you 
were, up to within 15 days of the end of the contract, and then they cut 
the thing off right there. The saving could not have been tremendous, 
there was bound to have been some, but exactly how much was it, do 
you know? 

Mr. Wrieur. Well, I believe that in the transcript I read informa- 
tion that—I read that it was on the order of $14,000. 

Mr. Harpy. $14,000? 

Mr. Wricur. Well, from our point of view, $14,000—TI don’t think 
that was particularly of importance, and since we knew that we could 
a get very much more done, there was no point in staying there any 

onger. 

Mr. Brownson. And yet, Mr. Chairman, reorganization was still 
going on, because now we find that shortly after that time, Reor- 
ganization Plan No. 7, which separated the State Department and 
the FOA has now been changed again, and FOA, under a new name, 
is going back under State. There was, in other words, a continual 
flow of changes. 

Mr. Harpy. Well, that is characteristic of government anyway, and 
just a change in operating people will frequently have that kind of 
a result. 

Of course, the knowledge of Mr. Stassen’s departure may have pre- 
dated the decision to change the FOA setup, insofar as we know, or 
at least as far as I know—maybe you know. 

Mr. Brownson. Well, as far as I know, he is still in charge of 
“Peace.” [Laughter.] 

a Harpy. Well, he has been in charge of that for a right good 
while. 

Mr. Brownson. It is one of the worst setbacks that “Peace” has 
ever had, in my opinion. 

Mr. Harpy. Go ahead. 

Mr. Mountain. Mr. Wright, you referred a moment ago to a state- 
ment by the Assistant Secretary of State for Administration, that the 
organizational changes had now been completed and that your work 
need not go further on that point. That refers only to a specific 
a of organization; is that correct ? 

Mr. Wricut. Well, it referred to the organization work that dealt 
exclusively with strengthening and improving administration in the 
Department. 
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Basically, it revolved around the proposal to establish as a perma- 
nent position an Under Secretary for Administration, and the appoint- 
ment. of strong administrative centers of responsibility and to head 
the money area and the people area up by assistant secretaries who, 
because of their rank and stature and their competence, could oblige 
or encourage the regional bureaus to adhere to administrative policies 
and practices. 

That was the basis of our recommendation, and it was in that area 
that the Assistant Secretary for Administration said we had com- 
pleted our work, at least in the sense that the Department was not 
going to do anything about it. , 

Mr. Harpy. Let me ask a crazy question 
many already, but this is another: 

In view of your extensive study of this whole administrative setup, 
I would like to explore for just a second the real need for an Under 
Secretary of State for Administration. 

At the time we passed that bill, I had my fingers crossed, as I fre- 
quently do. 

But, is the policy side so overpowering that it is impossible to get a 
man in the Under Secretary’s job that is sufficiently broad that he can 
properly weigh the administrative requirements with the policy re- 
quirements that come under his purview ? 

Mr. Wricut. You mean, it is umpossible? 

Mr. Harpy. I am asking you. I don’t know, but it seems to me 
that perhaps when we had in General Smith, he was so deeply en- 
grossed in policy matters that he could not devote his attention to 
administrative matters, but is it impossible that we could get in that 
Under Secretary spot an individual that is capable of adapting himself 
to both fields ? 

Mr. Wrieut. No, sir; I don’t think that is practical in the State 
Department. 

The basic business of the Department of State, as you know, is the 
formulation of the foreign policy, and the administration of the poli- 
cies, once they are authorized. 

Mr. Harpy. That is right. 

Mr. Wrieut. Now, that is a full-time job. 

Mr, Harpy. What is a full-time job? 

Mr, Wricut. It requires special skill, people of specialized training, 
people who cannot actually be generalists in the sense that they can be 
both foreign policy people and administrative people, they have got 
to be specialists, they have to specialize in foreign policy. 

Now, we do not set ourselves up as being able to evaluate the trend 
of foreign relations of this country, but I think anybody that reads 
newspapers know it is an overwhelming problem and it has grown 
greater steadily in the last 10 years. 

Therefore, the old concept that the Department had, that you could 
have generalist people to do both policy and also do an administrative 
job, is impractical, and I think in our recommendations we recognized 
that fact, and 

Mr. Harpy. You have got to tie them together or you do not have 
the—— 

Mr. Wrigut. That is right. 

And we propose to tie them together, by putting strength in the 
administrative side of the Department. 


and I have asked a good 
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Mr. Harpy. All right. 

So you put strength in the administrative side of the Department. 
Use this iiart that you have got up here—and I don’t care what you 
have got below, but I am saying, insofar as the top level is concerned, 
somebody has got to tie together those two Under Secretaries, and you 
are going to have to make the Secretary the man who has got to resolve 
those administrative conflicts with the policy conflict. 
4 Mr. Wrieut. That is one of the problems in the Department of 

tate. 

Normally, in any other agency, or certainly in an industrial corpora- 
tion you would look to the president to bring about the maximum 
coordination. 

Mr. Harpy. And, of course, you have got the chairman of the board, 
too, in industry. 

Mr. Wricur. Now, in the State Department, our position was, if 
you got an Under Secretary for Administration in there who is com- 
petent—and, most important, back him up with assistant secretaries in 
these major functional fields, and if these people will stay on the job 
continuously, which is what they should do if they expect to accom- 
plish anything, then the administrative side of the Department will 
progressively exert more and more influence on the substantative side 
of the Department. 

Now, Mr. Chairman, I agree with you 100 percent, and it would be 
my desire under the organization concept that we propose, where the 
Under Secretary for Administration would run into considerable re- 
sistance in the regional bureaus, that in that case to resolve that prob- 
lem 

Mr. Harpy. Well, the Secretary of State is the only man that could 
do it. 

Mr. Wricut. He would have to go to the Secretary of State and the 
Secretary of State, as the principal officer of the Department, would 
have to say 

Mr. Harpy. Yes, he would have to, but he would be over in Tim- 
buktu, because the Secretary of State has been on the road ever since 
he became Secretary of State, and 

Mr. Brownson. No; you could meet him at the airport. 

Mr. Harpy. Yes, you could meet him at the airport, but you would 
really have a hard time to get him to reach a decision on administra- 
tive—— 

Mr. Wricut. If the Department would change its attitude toward 
the important part that administration plays, it would not be neces- 
sary for the Under Secretary for Administration to spend much time 
with the Secretary of State, and to say to him that these people in 
the regional bureaus are not adhering to these administrative policies, 
and: “I suggest to you that in your next staff meeting you lay down 
the law and reiterate to them that ‘I am the boss in the administrative 
field.’ ” 

Mr. Harpy. Of course, you have put your finger on the whole thing, 
upon the distinction between the operations of the State Department 
as a Government agency and of a corporation, because the president 
sits on top and, with the collaboration of the chairman of the board, 
if a couple of vice presidents get out of line, he can say to them: 
“You boys get together, because if you don’t, the next time we have a 
stockholders’ meeting, we are going to pin your ears back.” 
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And here you have got the situation where, when these two get at 
loggerheads, he says: “You better do what I say. I have got more 
pressure, and if I cannot put it through the Secretary of State, I am 
going to the White House.” a 

Mr. Wricut. Well, sir, the problem of coordinating people into a 
smoothly operating organization is always difficult, and we do not 
for a minute say that what we recommend here is going to work, 
because you put people into certain jobs with certain titles, and it 
takes a long time, and I think that we recognize that it does take a 
continuity of the incumbent and adequate stature and rank im those 
people, plus the support of the Secretary of State. 

Mr. Harpy. The point I am trying to make, from what you say and 
from the way I see it, is that I do not think it makes a great deal of 
difference which approach you take. 

In the concept you have, you have a Secretary resolving, if neces- 
sary, conflicts between the two Under Secretaries. 

Now, under the other concept, where you do not have an Under 
Secretary for Administration, you have the Secretary sitting at the 
top and he is devoting practically all of his time to foreign policy, 
and practically none to administration, and I think that is about 
what he has done. If you had an Under Secretary who had sufficient 
breadth, he would not have to devote too much of his time to policy. 
He could leave a great deal of that to the Secretary, and he could be 
approaching these administrative problems from an administrative 
standpoint, resolving any conflicts in administration which might 
come up from subordinates. 

{t seems to me that you might have just as effective an arrangement 
there as you have under this chart here. 

Mr. Wrieurt. No, sir. 

You see, under Public Law 2, the Congress specifically said that the 
Under Secretary for Administration was responsible for adminis- 
trative and organization matters in the State Department, and that 
he reported only to the Secretary. 

Mr. Harpy. Yes. 

Mr. Wricut. And I think the trouble was—and it is no criticism 
of the people in the Department of State—that they had been brought 
up wih a different system. 

The Foreign Service personnel had been the predominant influence. 
Anybody is going to resist an organizational program that tends to 
diminish their former prerogatives and controls. 

So, it was natural that they should resist this concept that the Con- 
gress set up in Public Law 2. 

Now, we are trying to reestablish that concept, but to strengthen it 
by supporting the Under Secretary with people of high rank and 
stature in these principal functional fields. 

Mr. Harpy. I think it could work all right 
_ Mr. Brownson. I am curious about this—I think we are going to 
find some pretty broad statements in this record that we have just 
made when we read it over. 

You say that the Foreign Service personnel had predominated in 
the past. Do you mean to imply that you want the administrative 
personnel to predominate in the future? 

Mr. Wrieur. I think they should predominate in the administra- 
tive field. 
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Mr. Brownson. Of course, I cannot buy your theory, frankly. 

As the chairman said, when he asked if it is impossible to have 
one person to handle the administrative and policy at the same time— 
well, you run into other things in the organization chart because, as 
you know, your Secretary of State is traveling a lot, and so long 
as you have an Under Secretary, whether he is on for policy or for 
administration, whenever he goes, he is going to have to take one or 
the other of those fellows. 

Now, if you had another Secretary above, like you were talking 
about, with a couple of Assistant Secretaries, you would have a co- 
ordinating influence like you mentioned 

Mr. Harpy. Yes. 

As I see it, it does not make any difference what approach you 

take. 
But I would say this, frankly, it is a little out of our field, but 
it may not be impossible to find an individual who has those quali- 
fications, but frankly, I have not seen him produced over there, those 
universal ones we have been talking about—maybe they have not had 
a chance, 

Mr. Brownson. I have a hunch that if you could analyze what has 
already happened over there, we would find that we had one. 

Mr. Harpy. Then, the poor fellow just got submerged, he did not 
have a chance to operate. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Harpy. Back on the record. 

Are there any more questions you want to raise? 

Mr. Mountain. At the time the Assistant Secretary for Adminis- 
tration told you all organizational changes had been made, do you 
know what specific organizational changes had been made? 

Mr. Wrieur. Shortly after Mr. Lourie left, I believe that they made 
about these changes: 

They transferred the personnel function from the Administrator 
for Security, Consular Affairs and Personnel, to the Assistant Sec- 
retary for Administration and changed his title to Assistant Secretary 
for Administration and Personnel. 

I believe another change they made a little later was to transfer 
another office, the Inspection Corps, from the Assistant Secretary for 
Administration to the Administrator for Security, Consular Affairs, 
and I think those were the only two changes that they made, and they 
were minor, as far as we were concerned. 

Mr. Mountatrn. But at this point you were told that these repre- 
sented the implementations that the Department was going to under: 
take on your organizational recommendations? 

Mr. Wricut. Well, no—those were not our recommendations. 

Mr. Mountatn. Those were not vours? 

Mr. Wrieut. Those were their own recommendations. 

Mr. Mountain. But they told you there was no further need for 
you on problems of organization? 

Mr. Wriecur. Yes, 

I would put it this way: They did not say: “We reject your recom- 
mendations.” They just said that all organizational work has come 
to an end. 
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Mr. Mountain. Had you been consulted as to these moves before 
they were made by the Department ? 

Mr. Wricur. There were—you see, we recommended that Person- 
nel be taken out of that box, the Administrator for Security, Consular 
Affairs and Personnel, and be established as the Bureau of Personnel 
under an Assistant Secretary. 

I don’t think there was much argument about that. No decision was 
made. 

They wanted, as I remember, to separate the security function and 
the personnel function with which we did not agree because they are 
both personnel functions, and our position is that when you have two 
functions that are aimed at a single end, you ought to keep them 
together. 

Mr. Harpy. I think that we are going to have to quit. 

I do want to express appreciation on behalf of the committee to Mr. 
Elmendorf and his associates for their helpfulness in discussing this 
subject. I know that the committee appreciates the frank and helpful 
approach that has been made to the matter and we are all seeking a 
constructive result. 

Now, there is just. one little blot on the escutcheon, and that has to 
do with the field notes. It had been our intention to get into some 
discussion on the field notes here. 

Mr. Elmendorf, maybe, before this breaks up, we can lay the founda- 
tion for handling this matter without a prolonged discussion in the 
committee. 

I did understand that you and Mr. Asher and Mr. Annable had been 
over some of the ground together, so to speak. 

Mr. Eimenporr. That is right. 

Mr. Harpy. To see whether you can reconstruct these field notes. 

I wondered what would be the better way to do that; whether it 
would be better to pursue that in testimony at some future time, or 
whether we could do a brief tabulation indicating the locations of 
the individuals that were contacted and the names of the individuals 
and the general nature of their comments and criticisms as a basis for 
the committee to determine the extent to which it is desirable to go 
into them in greater detail. 

What do you think? 

Mr. Extmenvorr. Well, I am quite sure we can do it either way. 
Which would you consider, sir, more saving of your time? 

Mr. Harpy. Well, I am trying to think, right now. 

Frankly, as I told you yesterday, we were going to try to finish up 
with you today so that we will not keep all of you here any longer. 

Mr. Etmenporr. Yes. 

Mr. Harpy. I hate to get busy people tied up like this. That is 
what worries me a little bit about Mr. Carpenter, keeping him tied 
up—and I wonder how in the world he can keep the office running. 

Mr. Etmenporr. What would you suggest ? 

_Mr. Harpy. Well, I was thinking in terms of having just a tabula- 
tion of the particular locations, the names of the individuals, and the 
nature of the comments and criticisms. 

a Etmenporr. Something which we might prepare, Mr. Chair- 
man # 

Mr. Harpy. That is right. 
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Mr. Evmenporr. Or give in the form of depositions, perhaps? 

Mr. Harpy. Well, something that you might prepare as a memo- 
randum, first. 

We might start with that. 

Mr. Etmenvorr. Well, let us endeavor to do it on this latter basis 
first. 

Mr. Harpy. As a memorandum ? 

Mr. Etmenporr. As a memoranm(um. And I will work it out with 
Mr. Mountain. 

Mr. Harpy. All right. We will do it on an informal basis—— 

Mr. Etmenporr. Yes. 

Mr. Harpy (continuing). And see where we are getting. 

And if it then looks like we need to get into any specifics or any 
individual cases, we could undertake that. 

Mr. E_menporr. Yes. 

Mr. Harpy. Well, with that understanding, I think this is a good 
place to adjourn. 

And so, again, with the thanks of the committee, we will stand 
adjourned, subject to the call of the Chair. 

(Whereupon, at 2:55 p. m., the subcommittee adjourned, subject to 
the call of the Chair.) 
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Part 1—Management Survey of the Department of State 


FRIDAY, JULY 15, 1955 


Hovss or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1501, House Office Build- 
ing, Hon, Porter Hardy (chairman of the subcommittee), presiding. 

Members present: Representatives Porter Hardy, Jr., Henry S. 
Reuss, Charles B. Brownson, and George Meader. 

Also present: Maurice J. Mountain, counsel; Walton Woods, staff 
investigator; and Phyllis Seymour, subcommittee clerk. 

Mr. Harpy. The subcommittee will come to order. 

The International Operations Subcommittee will resume hearings 
today which were begun on June 6 and carried forward on June 20 
and 21 on the subject of overseas personnel administration, with par- 
ticular reference to various administrative studies made of the Depart- 
ment of State. 

We have been examining one of the more extensive of these studies 
which was conducted in 1953 by Robert Heller & Associates, a private 
managment firm. This study, which was carried out over a period 
of 10 months, cost more than a quarter of a million dollars. 

In our first session we inquired into the Department’s reasons for 
hiring this firm, as well as the basis upon which the contract was 
negotiated. We also inquired into the reasons why the Heller firm 
asked to have the contract canceled before it had run its full course. 

In subsequent sessions, we heard from witnesses representing the 
Heller firm regarding how they went about this work and, specifically, 
what they found wrong in the Department. In general terms, their 
findings give a picture of weak, hesitant, and timid administration. 
The pattern so far developed by these witnesses is one of acceptance by 
the Department of relatively minor dollar-saving measures, but of 
stubborn resistance to proposals for making major improvements in 
the ener administrative procedures, practices, and organiza- 
tion. From information so far presented, the chief stumbling blocks 
appear to have been the regional bureaus on the policy side of the 
Department who were consistently able to veto administrative reforms 
regarded as both desirable and necessary by the principal administra- 
tive officers of the Department. 

In our session today we shall call upon witnesses from the Depart- 
ment of State to clarify the position of the Department regarding 
Heller’s findings and, in particular, to inform the subcommittee of 
What efforts were made to implement Heller proposals subsequent 
to the cancellation of the Heller contract. 


173 


174 ADMINISTRATION OF OVERSEAS PERSONNEL 


Our first witness will be Mr. Thruston B. Morton. 

Mr. Morton, would you come to the witness chair, please ? 

First of all, I want to express the appreciation of the committee 
for your helpfulness, as always, on a matter which is of great concern 
to us. 

I would like to make another observation before we get started. | 
have been a little bit disturbed by some comments which seem to indi- 
cate that this subcommittee is looking for a scapegoat of some kind or 
trying to harass some individuals. 

I want to assure you and subsequent witnesses that that is absolutely 
not the case. We want to make a constructive hearing and certainly 
it is not our object to embarrass anyone. 

Since Mr. Carpenter will testify later, I would like him to give some 
thought to these comments because it certainly will not be the objec- 
tive of the chairman, or any member of the subcommittee, to seek to 
embarrass him. I know he probably hasn’t had as much experience in 
testifying before the committees up here as you have had, but I would 
like the hearings kept as sama as we can and to conduct them in 
an atmosphere of cooperation and mutual confidence in pursuit of a 
mutual objective to try to bring about some improvements. 

Mr. Morton. Yes, sir. 

Mr. Harpy. We are both dedicated to that objective. 

Mr. Morton. Yes, sir. 

Mr. Harpy. Go, ahead, please. 

Mr. Mountary, When dia you first join the Department of State? 


Mr. Morron. I was sworn in on the 29th of January 1953. 


STATEMENT OF THRUSTON B. MORTON, ASSISTANT SECRETARY OF 
STATE FOR CONGRESSIONAL RELATIONS, DEPARTMENT OF 
STATE 


Mr. Mountain. And your title and duties at that time were what! 
Mr. Morron. Assistant Secretary for Congressional Relations. 
Mr. Mountarn. In the nature of this position, is it a full-time job! 
Mr. Morron. Yes, sir. 

Mr. Mountain. Were you assigned additional duties after March 
5, 1954¢% 

Mr. Morton. On March 5, 1954 I was assigned the additional duty 
of Acting Deputy Under Secretary for Administration. 

Mr. Mountatn. How did this position relate to the post which had 
been vacated on the previous day by Donold Lourie? 

Mr. Morron. Donold Lourie’s post was that of Under Seeretary 
for Administration. I took over as Deputy Under Secretary for Ad- 
ministration and took over all of Donold Lourie’s duties at the time 
in that I became the senior administrative officer in the Department, 
responsible to the Secretary through the Under Secretary. 

Mr. Harpy. You sort of had your hands full at that time? 

Mr. Morton. Yes, sir. 

Mr. Mountarn. Mr. Lourie’s job had been Under Secretary of State 
for Administration, as set up by Public Law 2 of the 83d Congress. 
Is that correct ? 

Mr. Morron. That is correct. 
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Mr. Mounratn. You did not have that specific post but had the 
post of Acting Deputy Under Secretary for Administration. Is that 
correct 

Mr. Morron. That is correct. The title differed. The duties were 
the same. The chain of command was a little bit clearer in that it 
was definite then that I was responsible to the Secretary through the 
Under Secretary, who at that time was Walter Bedell Smith. 

Mr. Mountarn. Did your first job of these two, as an Assistant 
Secretary of State for Congressional Relations, fall under the ad- 
ministrative area of the Department? 

Mr. Morton. No, sir. It was a post, and it is the post which I 
presently hold, responsible to the Secretary, of course, as in all cases 
through the Under Secretary. 

Mr. Mountarn. So that the two posts you occupied after March 5 
were essentially unrelated functions ? 

Mr. Morton. That is correct. 

Mr. Mountatn. Both of which were full-time jobs originally ? 

Mr. Morton. That is correct. I might say that in my capacity as 
Assistant Secretary for Congressional Relations, I of course had inter- 
ests in the administrative area of the Department. While I am not 
charged in that position with responsibility for putting the appro- 
priation bills through annually, I do have the responsibility for all 
congressional liaison for the management of all legislation which deals 
with the administrative area of the Department, other than the ap- 
propriation bills proper. 

Mr. Mountatn. Was it your understanding that your additional 
duties were only a temporary assignment ? 

Mr. Morton. Yes, sir. It was understood that I could not indefi- 
nitely carry both responsibilities. It was not on March 5 determined 
which I should take and which we should fill with someone else. That 
determination was made at a subsequent date. 

I told the Secretary that, of course, I would do anything he wanted 
me to do where he thought I could be of service to him and to the 
Department. 

Mr. Mountarn. Can you tell us when the determination was made 
that a successor would be named to the post which Mr. Lourie had 
vacated and the one in which you were holding acting responsibilities? 

Mr. Morton. Probably by the end of March it had been determined 
that efforts would be made to recruit for the administrative post. I 
might say efforts were being made to recruit for either post. During 
March I told the Secretary I would take either job, though I pre- 
ferred the congressional relations job. However, I told him I would 
take either one. We attempted to recruit in both fields, and I told 
him the more I got into the administrative job the less I wanted it, 
and I let my wishes be known, although I qualified it to the extent 
that I would be willing to take it if he wanted me to take it. 

Mr. Harpy. Let me put it this way: At the time that you took on 
the dual assignment, was it contemplated that there would be another 
appointment or somebody appointed for that specific function? In 
other words, was the position vacated by Mr. Lourie expected to be 
filled or left vacant at the time that you took over as deputy ? 

Mr. Morton. It was expected that one position or the other would 
have been filled, either my former position would have been filled or 
the position vacated by Mr. Lourie would have been filled. 
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Mr. Harpy. It was not anticipated then at the beginning that that 
position would be dried up, so to speak ? 

Mr. Morton. It was contemplated that it would return to its former 
status of a Deputy Under Secretary for Administration. 

Mr. Harpy. In other words, the idea was to hasten a little bit the 
termination date of the act which authorized that position. 

Mr. Morron. That is correct, except we would have had to get some 
additional legislation to find an Assistant Secretary’s slot which could 
be designated Under Secretary for Administration. The law pro- 
vided 10 assistant secretaries, of whom 2 might be designated as Dep- 
uty Under Secretaries. 

Also Public Law 2 of the 83d Congress created this additional posi- 
tion of Under Secretary for Administration. 

When that terminated, and we reverted to the old system, we had to 
either get legislation to give us another Assistant Secretary’s slot or 
abolish one presently created. 

Mr. Harpy. Was it not the thought at the time Public Law 2 was 
enacted that that would most likely be made permanent legislation? 
Of course, it was temporary to start with, but I certainly had the idea 
that we probably would from now on have an Under Secretary for 
Administration. 

Mr. Morton. I think I recall something about the discussions in 
the committee, sir, that is that some of the legislative history indicated 
a desire for a 2-year term. 

Mr. Harpy. I know it was specifically made temporary, but my im- 
pression was that that was done as a matter of expediency in order to 
try out the thing to see if it would prove out, with the general idea 
that if it did prove out it would be extended. 

Mr. Morton. I think that is a correct interpretation, Mr. Chairman, 

es. 

Mr. Harpy. So the point I am trying to lead up to is whether the 
Department, as of March of 1954, virtually reached a decision that 
there was no point in continuing an Under Secretary for Admin- 
istration and was ready to revert to the original status of an assistant? 

Mr. Morton. That is correct, sir. You are correct in that under- 
standing. The decision had been reached that made it somewhat awk- 
ward in that in the State Department the Under Secretary and the 
Secretary are one and the same. When one is not there the other is 
acting. 

It was felt that everything should go through the Under Secretary, 
adminisitrative matters as well as policy matters should head up to 
him, to the Secretary, via him. 

For that reason it was decided at that time, on March 5, as to the 
position of Under Secretary for Administration, that the Department 
would not request authority to continue that position beyond the expi- 
ration date of December 31, 1954. 

Mr. Harpy. So that at the time you assumed the two hats, the idea 
was that you would continue in one of those two on a permanent basis, 
likely on the congressional liaison job, and not as an Under Secretary 
for Administration ? 

Mr. Morton. That is correct, sir. 

Mr. Harpy. I take it there must have been a determination that the 
arrangement of Under Secretary for Administration, which was filled 














hat that 


; former 
| bit the 


ret some 
h could 
\W pro- 
as Dep- 


al posi- 


had to 


slot or 


y 2 was 
lation? 
he idea 
ary for 


ions in 
licated 


my im- 
rder to 
al idea 


irman, 


1er the 
m that 
.dmin- 
stant ? 
under- 
t awk- 
nd the 
ther is 


‘etary, 
up to 


to the 
‘tment 
» eXpi- 


e idea 
basis, 
retary 


at the 
filled 





ADMINISTRATION OF OVERSEAS PERSONNEL 177 


by Mr. Lourie, was not considered as a satisfactory administrative 
setup ¢ 

Mr. Morton. The Secretary had asked for that legislation originally 
because he felt that in attempting to carry out some of his ideas when 
he came in and took office on the 20th of January, he needed someone 
above the Assistant Secretary level as an administrative man who 
would have the prestige and would have the time to devote full time 
to that, and so on. 

I came here, before I had been sworn in—before President Ejisen- 
hower had been sworn in—with, the informal request for such legisla- 
tion, to the appropriate members of the House Foreign Affairs and 
Senate Foreign Relations Committees. 

Mr. Harpy. Then it did not work out as it was expected ? 

Mr. Morton. It did not work out as well as he had expected. 

Mr. Harpy. So the conclusion to be drawn is that there developed 
some lack of satisfaction in the relationship between Mr. Lourie and 
General Smith in their official positions. 

Mr. Morron. The awkwardness came from this, and so far as I 
knew it was not through lack of satisfactory relations between them, 
because what happened in fact was that the Secretary was away 
a great, deal during the first year. General Smith was Acting Secre- 
tary of State during a great portion of the time, and in such capacity, 
of course, Mr. Lourie reported to him; so that the awkwardness has 
been foreshadowed to a degree in the discussions before the House 
Foreign Affairs Committee, and if it had not been that the two got 
along as well as they did I think it could possibly have developed into 
an awkward situation, but I didn’t notice it if there was awkwardness 
because of their relations. 

The law clearly stated that from the standpoint of precedent the 
Under Secretary should rank ahead of the Under Secretary for 
Administration. 

Mr. Harpy. I had gotten the impression that actually Mr. Lourie 
left earlier than he had expected to leave, and that this was due to 
some disaffection with the administrator’s setup. Do you care to 
comment on that ? 

Mr. Morton. No. I would prefer that Mr. Lourie comment on that. 

Mr. Harpy. I thought you might have knowledge of the fact that 
he ap paeerey left a little earlier than he originally expected to because 
of that. 

Mr. Morton. As I recall, and I am not sure whether he made this 
statement before the Appropriations Committee or Foreign Affairs 
Committee, but at one time I recall he stated his thought was that he 
would be here for only a year. 

Mr. Harpy. Yes; I saw that statement somewhere. Then I saw 
another one which stated he expected to be here for most of the dura- 
tion of the period prescribed in the statute for the Under Secretary 
for Administration. 

Proceed, Mr. Mountain. 

Mr. Mountain. Where did Mr. Lourie stand in order of rank in 
the Department ? 

Mr. Morton. He stood third. 

Mr. Mountat1n. First Mr. Dulles? 

Mr. Morton. Secretary Dulles, the Under Secretary General Smith, 
second, and Mr. Lourie was third. 
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Mr. Mountain. Who was the fourth man? 

Mr. Morton. Robert Murphy. 

Mr. Mounratn. In your post where did you rank? 

Mr. Morron. I had the same relationship to Murphy that Lourie 
had to Smith. We were both Deputy Under Secretaries, but in point 
of precedence he was third and I was fourth. 

Mr. Mountatn. How long did you continue to perform this addi- 
tional duty as Deputy Under Secretary for Administration ? 

Mr. Morton. As I recall it, Mr. Saltzman was sworn in, I believe, 
on June 28 and took over on that date. He may have been sworn in 
previous to then. I think he took over on June 28, 1954. 

Mr. Mountarn. Then in actual fact, in terms of duties and respon- 
sibilities, for an interim period of about 4 months you acted as Mr. 
Lourie’s successor in the Department ? 

Mr. Morton. That is correct. 

Mr. Mountrarn. Did you inhert all of Mr. Lourie’s responsibilities? 

Mr. Morton. So far as I can recall, all of them. He may have had 
some collateral duties which were assigned to someone else which 
I did not do. But in the administrative functions of the Department 
T had them all. 

Mr. Mountatn. As to the affairs of the Wriston Committee, were 
you concerned with those ? 

Mr. Morron. The Wriston Committee filed its report during that 
period, I believe. I, of course, was concerned. 

Mr. Mountarn. They did not, however, report to you. It was not 
under the administrative area they were working ? 

Mr. Morton. They reported finally directly to the Secretary. The 
Secretary had assigned two top officers in the Department, as well 
as top-level staff to them, but the top officers were the Assistant Sec- 
retary for Administration, Tom Wailes, and Deputy Under Secre- 
tary, Robert Murphy, both of whom worked with the Wriston Com- 
mittee and gave considerable time working with them and going along 
with their studies. 

Mr. Harpy. I understand they did not report through you at all? 

Mr. Morton. The Wriston Committee ? 

Mr. Harpy. Yes. Although you were the top administrative man 
at the time, were you not, at the time they made their report? 

Mr. Morron. Yes; that report went through me when they made 
their recommendations, and I was the one who sat down with the 
Secretary. 

Mr. Harpy. Then I misunderstood you a moment ago. 

Mr. Morton. I meant Dr. Wriston was chairman of the public 
committee that was brought in and he didn’t have to report to any- 
body. He was in charge of the Secretary’s committee on personnel. 
There was no reason for Dr. Wriston or his committee to go through 
anyone in the chain of command. 

Mr. Harpy. It seemed strange to me that the Secretary would not 
have to rely on administrative people since you had administration 
involved in the Wriston report, did you not ? 

Mr. Morton. Yes. 

Mr. Harpy. It was an administrative problem that the Wriston 
Committee was dealing with. 

Mr. Morron. Personnel problem, yes. 
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Mr. Harpy. That is an administrative problem, to be sure, and 
certainly it would seem to me that any problem of that kind, regard- 
less of how high level a committee it might be, certainly would be 
of first consideration to the administrative man in the Department 
and certainly the Secretary himself could not be too much involved 
in administrative details. 

Mr. Morton. I thought I said, Mr. Chairman, that Tom Wailes 
sat with the committee in all of its deliberations, 

Mr. Harpy. I understood that. But his line of jurisdiction would 
have been subordinate to yours or Lourie’s at the time he was there. 

Mr. Morton. He was my representative sitting on the Wriston 
Committee and prior to March 5 he was Lourie’s representative. So 
he kept Lourie and me fully informed on developments. 

Mr. Harpy. Maybe that is one question we have not explored 
enough here. I am glad to get your testimony on that. He kept you 
informed of developments on the Wriston Committee ? 

Mr. Morton. Yes, sir. I appeared before the Wriston Committee 
in my eapacity, in both my capacities. 

Mr. Harpy. I do not believe we questioned Mr. Lourie on that par- 
ticular score. But I had gotten some impression that maybe the 
Wriston Committee was not too enthusiastically received by Mr. 
Lourie. 

Mr. Morton. I am trying to think of the date when the Wriston 
Committee started in there. Do you have it, Mr. Mountain ? 

Mr. Mountarn. About March 5 it was specifically given its terms 
of reference. 

Mr. Morron. Then it could not have had much to do with Mr. 
Lourie, he left before that date. 

Mr. Mounrarn. In point of fact, Mr. Chairman, I believe Bedell 
Smith was the creator of the Wriston Committee, and is it not true, 
Mr. St OFHN, that their principal dealings were with Under Secretary 
Smith ¢ 

Mr. Morton. Yes. 

Mr. Harpy. It was created when ? 

Bs: MountTa1n. It was officially given its terms of reference on 
March 5. 

Mr, Harpy. That was about the time that Lourie left, then ? 

Mr. Morton. Yes, sir. 

brig Harpy. Then naturally he would not have been concerned 
with it. 

Mr. Mountatn. I ought to state that the committee had been ap- 
pointed earlier than that, but its formal terms of reference were not 
given until that date. 

Mr, Mraper. Might I ask a question ? 

Mr. Harpy. Yes, 

Mr. Meaper. Mr. Morton, can you tell what led to the creation of 
the Wriston Committee? Did it have any relationship to the Heller 
inquiry or did it have any relationship to the Young-DuFlon com- 
mittee on overseas personnel? What was the genesis of this Presi- 
dent’s Committee which resulted in the Wriston Committee ? 

_ Mr. Morton. We were at that time—General Smith, as I recall 
it, was at that time very much worried about the personnel problems 
in the Department, about how well we were staffing posts, recruiting 
problems, how we were getting people, the size of the Foreign Service, 
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about the additional responsibilities which had been thrust upon it. 

I should think the committee had better get this information from 
him, but I do not think that the Heller interest in the Department 
nor the President’s Committee influenced him at all in coming up 
with the suggestion to the Secretary about the committee of Galetend 
ing people to make this study of the Department as to its personne] 
needs. 

Mr. Meaper. I had the impression that the State Department sort 
of held back from making overhauls on personnel matters until the 
point where it looked as though something outside the State De- 
partment was going to have some bearing upon personnel policies 
within the State Department. I am speaking now about the Young- 
DuFlon committee. I wondered if the Heller investigation, which 
also dealt in the personnel field, might have stimulated some people 
within the State Department to take very prompt and rapid action so 
that the matter could be a fait accompli before completion of these 
other studies. 

That is the impression I had, that the Wriston Committee was 
created for that purpose. 

If it is wrong, I would like to have that impression corrected. 

Mr. Morron. All I can say, Mr. Meader, testifying from my own 
knowledge, I do not know that that impression you had was right. 
T cannot substantiate it. I don’t know what motivated General Smith. 
I can only give you my own part in this. The first I knew about the 
Wriston Committee, the general called me in and said “T have talked 
to the Secretary about this and he has approved setting up the com- 
mittee.” He gave me, in broad terms, his ideas. 

He said “Don’t you think that we ought to talk to some people in 
Congress about this idea?” 

I said, “By all means.” 

And we had a group from the Foreign Affairs Committee, and I 
am not sure about Foreign Relations, but I think perhaps from Foreign 
Relations, down to the Department, at which time General Smith out- 
lined his ideas of the kind of committee he wanted and what its 
purpose was to the Members of Congress who were present. 

That is where I came into the act. 


From then on I was in it only to the extent of whether legislation 
would be required, that is at first that was the situation. 
T remember se the committee in my first appearance before 
1e 


them that I hoped they could try to keep their recommendations as 
much as possible within the framework of existing law so that we 
wouldn’t have to come up to Congress for major overhaul, let us 
say, of the 1946 Foreign Service Act, because I knew the session 
would be late when they finished their report and it would be difli- 
cult to undertake any major overhaul of any legislation at that 
time. 

Then as the committee got on with its work, started coming up with 
its recommendations, I was in that, of course, because I was then 
also acting as the administrative officer in the Department, and the 
implementation of their recommendations would fall upon me, at 
least until I delegated it elsewhere. 

They prepared 

Mr. Meaper. Did they make any recommendations before Saltz- 
man took over? 
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Mr. Morron. Yes, sir. 

Mr. Meaper. Was their report available? 

Mr. Morton. Their report was, and certain reports were signed by 
the Secretary, many addressed to me as administrative officer, telling 
me to carry out thus and so. 

I think they were signed and executed for the most part by the 
Secretary shortly prior to Mr. Saltzman’s taking over. 

I think by that time it was known he was going to take over but 
since I was still serving as Acting Deputy Under Secretary, the com- 
munication had to be addressed to me. 

Of course, when he took over, he took over all of my responsibili- 
ties, so it is somewhat academic whether on June 20 the communica- 
tion was addressed to me, as he took over on June 28. 

They were originally drawn up and addressed to me for the most 

art. 

Undoubtedly many things happened after June 28 in connection 
with the Wriston thing where the Secretary had not acted on it before 
and it was addressed to Mr. Saltzman. 

Mr. Harpy. I have gotten somewhat the same impression that Mr. 
Meader has about the basis on which the Wriston Committee was 
originally established, or the reason for it. 

I am just wondering about it, and perhaps Mr. Morton is familiar 
with the detailed basis for it, but that is something I think we might 
want to see if we can pin down or clear up one way or the other before 
we get through. 

Mr. Meaper. Just for the purpose of the record, on what date was 
the Young committee created ? 

Mr. Mountain. Mr. Young testified before this committee, Mr. 
Meader, that they began actual work in September of 1953. 

The idea of the committee was an outgrowth of the President’s 
message accompanying the Reorganization Plans 7 and 8, at which 
time he said he was not satisfied with personnel arrangements made 
to cover overseas operations, and Mr. Young took this as a directive 
to undertake a study. 

He actually assembled a task force about September of 1953. 

Rp Austen. And the Heller contract was entered into in the spring 
of 1953 % 

Mr. Mounratn. They began work on July 15, 1953. I believe that 
date is correct. 

Mr. Meaper. When was the Wriston Committee created? Not its 
terms of reference, March 5, 1954, but when was it actually created ? 

Mr. Mountatn. The first public announcement about the impend- 
ing creation of the Wriston Committee I believe was approximately 
February 6, 1954. 

_ Mr. Reece. Probably General Smith could come more nearly giv- 
ing us something about the information as to the conception of the 
Wriston Committee as anyone else; could he not? 

Mr. Morton. I think so. 

Mr. Harpy. I think that perhaps would be correct. I think we will 
ae to get General Smith’s testimony on these matters before too 

ong. 
Mr. Mraper. Did we ask this question of Mr. Lourie? 
Mr. Harpy. Yes. 
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Mr. Mounrarn. We are checking the transcript now to see if we 
can pin it down. 

Mr, Reece. To what extent has this Committee on Government 
Operations, or some subcommittee of it, been advised, as have for 
instance the Committee on Foreign Relations and the Committee on 
Foreign Affairs? Has it been the policy of the Department to keep 
this committee advised with reference to new undertakings by the 
Department down there, or, generally speaking, with the operations 
of the Department ? 

Mr. Morton. No, sir; we have not in advance of an undertaking 
kept this committee informed in the same sense that we have the 
Foreign Affairs and Foreign Relations Committees. 

I did turn over to this committee, I think, the recommendations of 
the Wriston committee, along with copies of the various directives 
which they contemplated. 

Mr. Reece. On matters dealing with foreign relations this commit- 
tee would not come in, but when it comes to a matter of the administra- 
tion or matter of operation within the Department it would seem to 
me, Mr. Chairman, as if this is the committee of the House which 
would be primarily concerned. 

Mr. Harpy. Of course, this committee does have a primary concern, 
but it does not have legislative jurisdiction, and, as a consequence, 
I think, except on a basis of an indicated, specific request or a specific 
interest from this committee, it would hardly be expected that the De- 
partment would advise the committee of its administrative actions. 

hat would be my understanding of the relationship which normally 
would exist. 

If this committee maintains an active and continuing interest in 
administrative matters within the Department, and that is what | 
will try to do, there might be some improvement in a more or less 
automatic flow or interchange between the committee and the Depart- 
ment with respect to administrative matters. 

But we have some specifics in this area which we are concerned with 
now, and that is one unfortunate thing about the Government Opera- 
tions Committee’s responsibilities. More often than not, it enters a 
picture as an after-the-fact proposition rather than to forestall some 
action which might not be Saat desirable. 

But let us get back to where we were. 

Mr. Meaper. May I ask when we first held our hearing on this 
question of personnel in the State Department last year? Did we 
have Mr. DuF lon before us ? 

Mr. Mountain. Yes. 

Mr, Meaper. What was the date of that hearing? 

Mr. Mounrain. The fall of 1953. I cannot answer more directly 
than that. We held a hearing published under the title of Foreign 
een and Departmental Personnel Practices of the Department of 

tate. 

Mr. Meaper. In other words, before the Wriston committee was 
conceived of ¢ 

Mr, Mountain. That is correct, 

Mr. Harpy. I might say to my colleague from Michigan that there 
have been several little things I have run across in the course of the 
study of this proposition and it seems to me that certain people spon- 
sored the Wriston committee for the specific purpose of undermining 
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the Young committee. I don’t know whether that will be borne out 
when we get in all the facts, but there have been some things which 
have led me to a preliminary feeling that something like that did 
occur. 

Mr. Mraper. It seemed to me as though somebody in the State De- 
partment was concerned that somebody outside the State Department 
would do something about their personnel matters, and so with ex- 
treme rapidity for the State Department they got in and created this 
committee of their own under their own control and came out with 
recommendations and put them into effect while the other people were 
just studying. 

Maybe I am wrong. 

Mr. Harpy. I believe Mr. Morton might agree with us that the 
State Department never has been too enthusiastic about the operations 
of the civil service so far as State Department personnel is concerned, 
and that they might have been particularly touchy in view of the fact 
that Philip Young was heading up that particular task-force group. 

I will not ask him to comment on that unless he wants to. 

Mr. Reece. Off the record. 

(Discussion held off the record.) 

Mr. Morton. My impression, Mr. Chairman, is that there certainly 
was no thought in General Smith’s mind about conflict with the Young 
committee. I do not believe that at the time he thought of this Wris- 
ton committee he even had the Young committee in mind because he 
got himself in an embarrassing position shortly afterward by having 
toclear up with the White House the terms of reference of the Wriston 
committee vis-a-vis the Young committee. I don’t know that he even 
knew about the Young committee or had forgotten about it. 

Mr. Harpy. That leeetetian further supports the more or less pre- 
liminary feeling I had about the matter in that there was some doubt 
inmy mind that General Smith was fully aware of the extent to which 
he was being sold a bill of goods by some of his subordinates on the 
establishment of the Wriston committee. 

Mr. Morton. I don’t know who the subordinates were because a 
great many subordinates didn’t look forward with too much enthu- 
siasm to the Wriston committee, I am sure. 

Mr. Harpy. Proceed, gentlemen. 

Mr. Reece. It doesn’t seem to me, Mr. Chairman, that it is illogical 
for General Smith, charged with the responsibilities with which he 
was charged, and exploring in his own mind steps which might be 
taken to improve administration—personnel administration—particu- 
larly the foreign administration, that he would have to come up in 
his own mind with the idea of some committee like the Wriston 
committee and in coming up with that not having related that to 
suggestions which might have been coming into being at the White 
House, and finally, after the Wriston committee had been formulated, 
to have become cognizant of the fact that this other study was likewise 
being made. 

It would not necessarily indicate to me that there is any conflict 
of thinking originally. 

Mr. Harpy. The trouble about that line of thinking is that the 
White House task force headed by Mr. Young had been in operation. 
They had been working for some little “ane and people from the 
State Department were assigned to work with it. 
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It is hardly conceivable to me that General Smith was not aware 
of the fact that they were engaged in studies in the very field that 
the Wriston committee was selected to look into. 

Mr. Reece. I should think that would depend on the extent to which 
General Smith might have been advised or consulted with in setting 
up the so-called Young task force. 

Mr. Harpy. He certainly had to have some knowledge of the fact 
that some of his subordinates were working on that group, I would 
think. I don’t see how it could have happened otherwise. 

But, anyway, I think those things will unfold as we get along. 

Mr. Reece. Off the record. 

(Discussion held off the record.) 

Mr. Mountain. Mr. Meader, we have now checked the transcript 
of Donold Lourie’s testimony on June 6, 1955, before this committee, 
and we find he was not specifically questioned about his role in con- 
nection with the Wriston committee. 

I might add that, as you know, the subcommittee’s plans are to dis- 
cuss the Wriston committee and the White House task force in subse- 
quent sessions, and that the questioning of Mr. Lourie in the earlier 
hearing was directed only to the Heller report. 

It is intended he will be recalled for the purpose of discussing the 
Wriston committee and the White House task force. 

Mr. Harpy. Pick up where you left off, Mr. Mountain. 

Mr. Mountain. Mr. Morton, in the course of these 4 months, while 
you were the top administrative officer of the Department, did you 
deal with the Heller people? 

Mr. Morton. Yes, sir. 

Mr. Mountain. How direct were your dealings with them and how 
frequent ? 

Mr. Morton. They were not particularly frequent. On the 25th 
day of March we had a letter from the Heller people, and as a result 
of that we negotiated cancellation of the contract. 

Between the 5th and 25th of March, I had one rather lengthy meet- 
ing with the top men of the Heller task force in the Department in 
which they went over their major recommendations which they ex- 
pected to have in their report. 

I have not been able to find the record on this, although I have 
searched, but I think during that same period I had one shorter 
meeting with a smaller group from the Heller firm. 

I also was in daily consultation on various matters with Tom 
Wailes who had been working closely with the Heller group, and was 
kept informed by him of various aspects of their work and their ideas 
for termination of the contract. 

Mr. Mounratn. You have referred to the receipt of a letter on 
March 25 suggesting cancellation of the contract. I presume you are 
referring to the letter dated March 23, 1954, which Mr. Elmendorf, 
of Robert Heller and Associates, wrote to Mr. Dulles? 

Mr. Morton. That is correct. I said March 25. The letter to 
which I referred was the Elmendorf letter of March 23 which I assume 
was received in the Department on March 24. 

Mr. Mountatrn. wil you tell us the part you played in the events 


following receipt of that letter ? 
Mr. Morton. The letter was received and it had been foreshadowed 
in that the top Heller man assigned to the State Department, Mr. 
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Hamilton Wright, had discussed the problem with Mr. Wailes and 
indicated that the Heller people were thinking along the lines ex- 
pressed in the letter. Therefore, we expected the letter and I dis- 
cussed the matter with the Secretary, and I immediately drafted a 
reply for him to Mr. Elmendorf. 

In that reply the Secretary said, as I recall it, that he was delegating 
this question to me. 

Two days later Mr. Wright and Mr. Elmendorf came to my office 
and we worked out the cancellation arrangements with which the 
committee is familiar. 

Mr. Harpy. I understand from your statement about the part you 
played in this that you did not originally suggest that the contract be 
canceled. The suggestion came from Heller ? 

Mr. Morton. The suggestion came in the letter of March 23, Mr. 
Chairman. 

Mr. Harpy. It had not been previously discussed ? 

Mr. Morton. We knew that letter was coming; yes, sir. We didn’t 
know what it was going to say but we knew a letter along those lines 
was coming. 

Mr. Harpy. Had you requested such a letter? 

Mr. Morton. No; I had not, and I don’t think the Department, any 
oflicer in the Department, had. 

I think this letter was the result of an opinion or position which the 
Heller people themselves reached, but our relationships were on a very 
cordial and informal basis. I think they let Tom Wailes know that 
such a letter was in the mail, so to speak, and we were prepared for it, 
and our decision to accept the offer was—— 

Mr. Harpy. The only thing I was trying to establish was whether 
the Heller people or the State Department initiated the proposal to 
cancel the contract. 

I understand from you that it was entirely initiated by Heller? 

Mr. Morton. So far as I know it was initiated by Heller, but they 
kept us informed that such a letter was coming. 

I take full responsibility for the acceptance of their suggestion. 
The Secretary delegated the matter to me and I am the one responsible 
for the action which was taken in the matter so far as the Department 
is concerned, that is in the matter of termination of the contract. 

Mr. Harpy. Did you discuss it with General Smith before you took 
your action ? 

Mr. Morton. I can’t recall, sir. Was not General Smith in Geneva 
at that time? I don’t know. 

I did discuss it with the Secretary because it was his letter to Elmen- 
dorf; so I know I discussed the matter with him, but I cannot recall 
whether I discussed it with General Smith. 

Mr. Harpy. You cannot recall the discussion you had with the 
Secretary other than just the fact you spoke to him about the letter? 

Mr. Morton. I said to the Secretary that such a letter was coming, 
or it was the day the letter came and I showed him the letter, showed 
him my draft reply, told him what I was doing, and he said “You do 
whatever you think is right.” 

Mr. Harpy. He gave you no specific direction ? 

Mr. Morton. No, sir. If I had said, “I think we should resist this 
and keep this going,” I feel sure he would have said, “All right, 
Morton, go ahead.” 
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Mr. Mountain. Is it your statement that the Department was ap- 
prised in advance that this letter was coming ? 

Mr. Morton. Yes, sir. We did not know the contents of the letter 
but we knew a letter along general lines which could lead to a cancel- 
lation of the contract was coming. 

Mr. Mounrain. Have you any aceaneny of how long before the 
receipt of this letter you were so apprised ¢ 

Mr. Morron. It could not have been very long before because | 
didn’t get into this until the 5th of March, but it is my impression 
that it was not more than 3 or 4 days before. 

Mr. Meaper. I think you said that Mr. Wright was present at that 
discussion concerning the possible cancellation of the contract ? 

Mr. Morron. I think it was Mr. Wright, it could have been one of 
his associates there, who had indicated to Assistant Secretary Wailes, 
that this was the way they were thinking, and that they were contem- 
plating a letter or approach fo us along lines which would lead to 
termination of the contract. I didn’t knuw what specifically was in 
the letter, but it would have been something which was on their initia- 
tion which would have led to use of a 45-day cancellation clause in the 
contract. 

Mr. Meaper. Was this at a conference with you and Wailes and 
Wright and possibly somebody else ? 

Mr. Morton. Mr. Wailes told me. 

Mr. Meaper. You were not present at a conference with the Heller 
people ? 

Mr. Morton. I don’t think I was at any conference. Mr. Wright did 
know that such a thing was coming in the mail, and he told Tom 
Wailes that such a communication was going to be in the mail and the 
Heller people had decided on such a course. 

Mr. Meaper. Apparently this precancellation discussion took place 
primarily between Wailes and some representatives of the Heller 
Associates, one or more representatives ? 

Mr. Morton. It may have been that the Heller Associates came to 
this conclusion and then merely informed Mr. Wailes of the conclusion 
that they had reached. 

Mr. Meaper. In any event you got the information second-hand 
from Wailes and you did not directly discuss the possibility of can- 
cellation with the Heller people ? 

Mr. Morton. Not until after the letter was received, when Mr. 
Elmendorf came to see me. The information that such a letter was 
coming was definitely foreshadowed to us prior to the arrival of the 
letter, because, as you know, sir, with your experience in Government, 
if that letter got in on the 24th, to get an answer signed by the Secre- 
tary on the 25th, unless you know the letter is coming, is just about 
impossible. 

Mr. Meaper. You did not have time to put it through your corre- 
spondence review staff ¢ 

Mr. Morton. You wouldn’t have had time to put it through them, 
sir. 

Mr. Harpy. You must have made up your mind awfully fast, any- 
way, if you did not have previous knowledge. 

Mr. Morton. That is why I say we did have previous knowledge, sir, 
and I had made up my mind. 

Mr. Meaper. Oif the record. 
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(Discussion held off the record.) 

Mr. Harpy. One of the things that made me think that maybe 
the Department had initiated a request for cancellation was the speed 
with which action was taken, because it was rather clear to me that the 
State Department’s mind must have been made up before the letter 
was received that they wanted to terminate the contract. 

Mr. Morton. It was, yes, sir. 

Mr. Harpy. Proceed. 

Mr. Morton. It could have been that the junior people in the De- 
partment or some working with the Heller people at the working level 
had said, “Well, now, why don’t you boys get out of here,” or some- 
thing like that. I had not personally suggested such a letter to them, 
but I was informed that such a letter was coming and I welcomed 
the letter. 

Mr. Harpy. You welcomed the letter and welcomed the opportunity 
to get them out of the Department ? 

Mr. Morron. I welcomed the opportunity, yes. 

Mr. Harpy. Get them out of the hair of a lot of your associates? 

Mr. Morton. It wasn’t that so much but for reasons which I thought 
were sound for accepting it. 

Mr. Meaper. You do not know that any State Department people 
suggested to the Heller people it would be a good idea for them to 
stop § 

Mr. Morton. No, sir. 

Mr. Mraper. You just said it might be? 

Mr. Morton. That is right. 

Mr. Mraper. You have no personal knowledge—— 

Mr. Morton. I knew this letter was coming and I thought it was 
time to terminate the arrangement. I thought we had more there than 
we possibly could digest. 

Mr. Reece. It seems to me only a natural thing for Mr. Lourie to 
have thought of. He came into a very important responsibility in 
the Department. He was new as to how the Government operates; we 
bring in new men in top echelon and get a new viewpoint thereby. 
It may be a good thing. 

We on the Hill generally think it is a good thing. 

Mr. Harpy. That new broom. 

Mr. Reece. Yes; the new broom. He was not clearly familiar with 
all the facets of this far-flung State Department. No doubt, in busi- 
ness life, having occupied an important position in business life, he 
had had some association with Heller Associates which caused him 
to feel that that was a good group to make a study or survey of the 
State Department, that it would be beneficial to him to have it, and 
therefore he entered into negotiations with them and brought them in. 

It seems to me like a natural thing for them to have done. 

They get enthusiastic and seokahhe went farther than somebody 
would feel was necessary for the study to go eventually. 

Then Donold Lourie went out, the other people had a slightly dif- 
ferent viewpoint, much information had been gathered, and the can- 
cellation of it then seems to me natural or logical. It is a thing I can 
very well understand, and still benefit might have come from it. 

Mr. Harpy. I can follow your line of reasoning perfectly up to 
almost the end of it. I think it was a perfectly normal thing for 
64302—56—pt. 1—_—-13 
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Mr. Lourie, who came to a new and strange position, to seek all the 
help he could get to do a bang-up good job. 
n top of that he was in this sort of a situation: 
Here 1s a job which had been set up for just 2 years, and it will ex- 
~_ at the end of 2 years unless it is extended, and there was a pro- 

ationary proposition. If he made that job worthwhile it was going 
to be extended. So he really had a challenge before him. So he set 
out to try to really do some good in there. 

But the thing that gets me is that it looks like he quit before he got 
his job finished. 

Mr. Reece. You can understand why a man who comes into Govern- 
ment service might get discouraged. 

Mr. Harpy. I sure can. If these boys in the administrative depart- 
ments get any more frustrations than we do up here, Lord help them. 

Mr. Brownson. Thruston Morton has had it on both sides of this 
thing—he should be an expert on frustration. 

Mr. Morton. In answer to a question about my discussions with 
General Smith, I find that General Smith was not in the Department 
from March 20 through April 1. He returned on April 1, so it is 
very improbable I had any discussion with him in regard to the can- 
cellation of this contract. 

Mr. Harpy. All right. 

Mr. Mounratn. Mr. Morton, you have said that a few days prior 
to the receipt of the March 23 letter some advice had been given to 
the Department that such a letter was on the way ? 

Mr. Morton. That is right. 

Mr. Mounrarn. Are you aware of the fact that neither Mr. Elmen- 
dorf nor Mr. Wright, the principal on-the-job representative of the 
Heller people, was in Washington from the period March 19 to March 
23% 

Mr. Morron. I was not aware of that fact. 

Mr. Mountain. Are you aware of the fact that in our previous ses- 
sions there is no testimony on the part of the Heller people to sub- 
stantiate the idea that they had communicated anything to the De- 
partment about this impending letter? 

Mr. Morton. I am not aware of that, but I can categorically say 
that I knew such a letter was coming. How Mr. Wailes found it out, 
who told him, I don’t know. 

Mr. Mountatn. Was the letter, when it was received, the kind of 
letter you expected ? 

Mr. Morron. I don’t know that I had any particular thoughts as 
to what would be received. It was a letter which gave us the oppor- 
tunity to terminate the contract. It seemed to be what both Heller 
wanted and what I wanted. 

Mr. Harpy. So everybody was happy. 

Mr. Mountatn. Can vou explain on what basis you reached your 
decision to accept Heller’s invitation to cancel the contract ? 

Mr. Morton. Yes. I had had very lengthy sessions with the Heller 
working group and spent a great deal of time with some of our own 
people, and I thought that we had as much there in the way of recom- 
mendations as we could digest and put into effect for a long time to 
come, 

I soon recognized that there was a basic difference in opinion as to 
the management of our personnel, as to whether the regional bureaus 
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should have an operating autonomy and the administrative area should 
be primarily a service for them, or whether it should be reversed and 
everything concentrated centrally, and that the resolution of this 
would take a lot of time. 

Also, and I want to make it abundantly clear, I have known the 
Heller people by reputation for a great many years. I have known 
some of the individuals personally who are in their employ, and I 
have the highest opinion of the Heller firm. 

I also found from my own personal experience in dealing with 
management firms, and I have had some in this field in private enter- 
prise, that after so long a time the edge gets off the tool, and to put 
it bluntly, it is mighty easy to get them in your shop and sometimes 
it is somewhat difficult to get them out, and their effectiveness is best 
for about a year, and they generally come up with more than an enter- 
prise, be it Government or private, can absorb. 

We had their report. My conversation with Mr. Elmendorf made 
it abundantly clear he would be able to give us a substantive report 
with recommendations. Some of them were quite comprehensive ; 
some of them involved some rather major administrative policy 
changes in the Department, and I knew that it was going to be a real 
task to put these into effect, and I felt that in the interest of the De- 
partment and in the interest of the taxpayer that we had as much there 
as we could undertake, and that it was a good time to cut it off. 

Mr. Rerce. I think that is a very good observation. 

Mr. Harpy. If the doctor has found as many ailments as there are 
a chance to treat, you don’t want him to prescribe any further, in other 
words? 

Mr. Morton. That is a very good paraphrase, Mr. Chairman. 

Mr. Mountain. What was the normal expiration date of this con- 
tract, Mr. Morton, in the event that this cancellation clause had not 
been invoked ? 

Mr. Morton. I don’t remember exactly, but it didn’t go much be- 
yond, and I don’t think the amount we saved was of any substantial 
consequence. I think we saved only about sixteen or seventeen thou- 
sand dollars by not going through. 

Mr. Mountain. Is it your memory that if this action had not been 
taken by you that the contract would have terminated about 2 weeks 
later than it actually did ? 

Mr. Morron. Without looking at the contract I cannot definitely 
say that, but that is my impression; yes, sir. 

Mr. Mounratn. So that in any event the contract was about to 
expire but you cut it off approximately 2 weeks or thereabouts earlier ? 

Mr. Morton. Yes, sir. Of course, I could have been submitted to a 
great deal of sales pressure to renew it if it had not expired. 

Mr. Harpy. You mean to extend it? 

_ Mr. Morton, I don’t know whether Heller would have wanted to go 
into another project, come down and show me a lot of 

Mr. Harpy. Just judging from your comments here I get the im- 
pression that you think Heller pressured Lourie into the first con- 
tract they had. Is that your view? 

Mr. Morton. No. I know Mr. Lourie had worked with the Heller 
people before. He worked with them before he came to Government. 
He was favorably impressed with them, had great confidence in them, 
and I think he did it, as Mr. Reece pointed out, because he faced this 
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task, faced the task of cutting the Department’s operating budget by 
some 22 percent. ! 

Mr. Harpy. Yes, but the point I was trying to get at was this, and 
you have already indicated that when you once get these kinds of 
people in your business establishment you get some trouble getting 
them out. They want to keep on going. | 

Actually there were three proposed contracts before the one which 
was about to terminate. I think that was the third contract? 

Mr. Mountarn. I think that is right. 

Mr. Harpy. That is why I asked you a moment ago as to whether 
you felt Lourie had been pressured by Heller. They started out ona 
substantial proposal. Mr. Lourie said “That is too big,” so they cut 
it down to about a third. The original contract they finally agreed to 
was some $50,000. 

Mr. Brownson. If the chairman would substitute the word “sold” 
for “pressured” maybe the witness would have an easier time of an- 
swering it. 

Mr. Harpy. As far as we are concerned we can use them inter- 
changeably, but having been a salesman myself once, I recognize sales 
pressure occasionally. In fact I experience a lot of different kinds of 
pressure up here. I assume the gentleman from Indiana does, too, 
occassionally. 

Mr. Brownson. Not when we're in the minority, at any rate. 

Mr. Reece. I recall when we got a new Administrator cf the Vet- 
erans’ Administration, he did about the same thing that Mr. Lourie 
did. He got a management concern to come in and make a very broad 
survey of the whole Veterans’ Administration at very’ considerable 
expense and made various recommendations. 

Mr. Harpy. That goes on in all agencies. The fact of the matter 
is that some of the others have spent considerably more than the State 
Department has. It just happens we have jurisdiction over the State 
Department. 

Mr. Morton. I would like to make this observation, Mr. Chairman, 
if I may, to give my own impression for the record. 

I certainly think that Don Lourie expected to receive and obtain 
value for all the services of Heller. 

Mr. Harpy. You do not think he got it? 

Mr. Morton. Yes, I think he did. I think there comes a time when 
the thing becomes of decreasing value as time goes on. 

I came to my judgment, and Don Lourie is a smarter man than | 
am, I came to the opinion that we had gotten to a point where we came 
to a parting of the ways. 

Mr. Harpy. That is the thing I cannot get through my head. | 
can understand how he might reach the conclusion they have done 
about all the good they could do, but canceling them with only 2 weeks 
to go, unless they sell you on the idea of extending the contract 
further 

Mr. Morron. That wasn’t the reason. They wanted to cancel the 
contract and I was agreeable. ; 

Mr. Brownson. There is some analogy here with the play, The 
Man Who Came to Dinner, where Alexander Woollcott came to dinne? 
and stayed on for several months and at the end of that time his hosts 
were anxious to cancel his social contract regardless of how muti 
longer he thought it had to run. 
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Mr. Reece. Doesn’t some benefit flow from a study of this kind by 
reason of the information which is gained regardless of whether 
the recommendations might be adopted by the Department? It sharp- 
ens up - thinking so that some benefit is derived from it. Is that 
the case 

Mr. Morton. Yes, of course it is of benefit, Mr. Reece. 

We had come to the point where it was a very basic administrative 
policy matter involved. How are you going to run the Department? 
Are you going to run it by the geographic bureaus having a degree of 
autonomy over their own administrative affairs or are you going to 
centralize them ? 

It may be that some day the recommendations of the Heller group 
in that area might be adopted. I don’t know. But it is something 
that someone or everyone has to give a great deal of time and study 
to before undertaking such a basic change, in view of the fact that a 
change in the other direction had been taken as a result of the Hoover 
Commission recommendations back in 1948 or 1949. 

Mr. Mountatn. Was that the central consideration in the deter- 
mination to cancel the Heller contract, this philosophical difference 
involving the role of the geographic bureaus ? 

Mr. Morton. No. That was the central thing in my making up my 
mind of the fact that we had as much here as we possibly could cope 
with in the way of executing these recommendations. 

Here was a major thing which involved study by a great many 
people, and I thought that the time had come when we had better sit 
down and digest what we had. 

Mr. Mountarn. This decision was based on conferences with your 
staff aides? 

Mr. Morron. Yes, conferences with my staff aides and informal 
talks with people whose judgment I respected who had far more ex- 
perience than I in the geographic bureaus, getting their points of 
view. 

Mr. Mountain. Then the opinions of the geographic bureaus were 
among the factors which enabled you to reach your decision ¢ 

Mr. Morton. The opinion of the geographic bureaus convinced me 
of the magnitude of the problem involved. 

Mr. Mountain. Was there a particular project or series of projects 
which were considered as the major bone of contention ? 

Mr. Morton. I told Tom Wailes, as soon as I got into this Heller 
thing, to continue to implement as many of their recommendations 
as he could in what I called the mechanical and procedural functions. 

I saw that the major recommendations which they had in the fiscal 
control and in this question of general personnel management were 
going to take time and study. 

_I knew by that time I was not going to be the man who would con- 
tinue beyond July 1 with the administration of the Department. 

_ I therefore felt that whoever the team was that came in to admin- 
ister it, whatever was the composition of that team, that they should 
properly make up their own minds as to what they would or would 
not accept in those two areas, fiscal control and the whole personnel 
setup, since they were the ones who had to implement it. 

It would have been disastrous if I had made a quick judgment. 
If I had said we will do this and then put out the directives—and 
left the program to the other people who came in a month or two 
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later with the responsibility for executing it. I was in a more or less 
caretaker’s capacity in this administrative job, and while I admit 4 
months is a long time, we did have our recruiting difficulties. [ 
thought it could wait until it was passed upon by those who would be 
charged with responsibility for administration. 

I didn’t want to prejudge the case and I felt there was enough there, 
that the Heller work had given us enough to work with for months 
to come. 

Mr. Mountarn. So that the parts that you gave direction should be 
implemented were those mechanical improvements involving such 
areas as the Office of Operating Facilities, but you deferred judgment 
on the projects in the controllership, budget and personnel fields, which 
had some impact on the geographic bureaus ? 

Mr. Morton. That is correct. 

Mr. Mountarn. What action did you take upon receipt of Heller's 
final report of May 15, 1954? 

Mr. Morton. I merely did what I had done before. 

Mr. Mountarn. Off the record. 

(Discussion off the record.) 

Mr. Mountarn. Back on the record, if we may. 

Mr. Morton. I gave the report limited distribution in the admin- 
istrative area of the Department, as I recall, and again told Mr. Wailes 
to carry out what he could without getting into this question of fiscal 
control and personnel management, for the same reasons that I out- 
lined before, that I felt that they should be undertaken and studied 
by those who were going to be responsible for their execution. 

Mr. Mountatn. Did you personally read the report? 

Mr. Morton. Yes, sir; I read the report. I didn’t give it a great 
deal of study. I read it at home. I read it with the full knowl- 
edge that I was not going to be involved in carrying it out, and so I 
merely read it as a matter of interest and keeping myself informed, 
and I wasn’t particularly interested in what I call the mechanical 
procedure recommendations. 

Mr. Mountatn. What was the nature of the limited distribution 
you gave the report within the Department ? 

Mr. Morton. Merely 3 or 4 officers in what we called the ad- 
ministrative area, which was under Mr. Wailes. I think perhaps 
we sent a copy to the Director of Security and Consular Affairs, I 
don’t recall, but with that exception, it was kept within the area be- 
cause I thought the man who took over and would be charged with 
the implementation of it should study it himself and then make his 
own determination as to how widely he wanted to circulate it. 

Mr. Mountatn. Why was limited distribution decided upon! 
What were the reasons for not giving it wide distribution in the 
Department ? 

Mr. Morton. I felt until there was some top level determination 
as to the extent that the recommendations would or would not be 
followed that wider general distribution might get everybody off 
on the idea that this was a directive, this was what we were going 
- do, when, in fact, it had not been determined what was going to be 

one. 

Mr. Mountarn. This decision to give it only limited distribution 
— ma based upon any element of sharp criticism within the report 
itself ? 
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Mr. Morton. I felt that where there were areas of criticism, the 
Department or section of the Department concerned should be given 
an opportunity to comment, 

Mr. Mounvarn. So that it was circulated to those people of whom 
it was critical ? 

Mr. Morron. I don’t think it was circulated to all of the people of 
whom it was critical. 

Mr. Mountain. Did you brief Mr. Saltzman on any aspects of the 
Heller work in connection with his assuming the position of Under 
Secretary for Administration ? 

Mr. Morron. As I recall it, I told Mr. Saltzman of my reasons 
for reaching my decision as to their offer of termination of contract, 
and that was all. 

Mr. Harpy. Will you be more specific on what you mean by limited 
distribution? Did you have a specific list? 

Mr. Morton. I think I can find it, Mr. Chairman. 

Mr. Harpy. What I am getting at is the initial distribution. I got 
some information somewhere to the effect that there were very, very 
few copies originally. 

Mr. Morton. It seems to me that the distribution—and I can’t tell, 
sir, on exactly what date this occurred. 

Mr. Harpy. Well, now, Mr. Morton, let me interrupt you just a 
minute. I believe I have the answer to the question here in a letter 
which you may not have before you. This is a letter from Mr. Car- 
penter addressed to staff. 

Mr. Morton. What is the date of that letter, Mr. Chairman. 

Mr. Harpy. It is dated May 10, 1955. 

Now, the list as given in this letter of May 10, and I am reading 
from the letter is: 

The Secretary of the Executive Secretariat, the Deputy Under Secretary for 
Administration, the Bureau of International Organization Affairs, the Bureau 
of Security and Consular Affairs, the Assistant Secretary for Personnel 
Administration (Controller), the Office of Personnel, the Office of General 
Services, the Office of Communications and Records, the Office of the Budget, 
and the Division of Foreign Reporting. 

I think I must have seen this letter before, and that is what gave me 
the idea there was such a limted list. 

Now, I believe subsequent information has indicated that several 
of these were not included in the original distribution, so actually 
according to this list, there were 11 copies sent out at this time, but my 
information is that at least three of those were not sent the first go- 
around, but that is something we can develop later. In any event, it 
appears that the list was extremely limited for the original circula- 
tion, involving not over 8 or 10 at the most. 

Mr. Morron. I think we first received from the Heller people 15 
copies of the report. 

Mr. Harpy. And apparently all of those were not sent around 
originally, 

Mr. Morton. Then I think we subsequently received 8 more, or 10 
more, 

Mr. Harpy. That was all that I wanted on that at the moment. 

Mr. Mountain. When you relinquished your duties as Acting Depu- 
ty Under Secretary of State for Administration, did you have any 
continuing responsibilities in connection with the Heller report ? 
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Mr. Morton. No direct responsibilities, except in the congressional 
aspects that might have developed. I don’t think there were any rec- 
ommendations in the Heller report that affected my particular con- 
gressional relations office, as I recall. 

Mr. Mountain. To revert to this matter of duties, Mr. Morton, 
Mr. Saltzman was named as Under Secretary of State for Adminis- 
tration while you had been Acting Deputy Under Secretary of State 
for Administration. Can you tell us why he was given the other 
title? 

Mr. Morton. That was the only slot we had to take it. Every As- 
sistant Secretary position was taken. We would have had to come 
up here and get the law changed if we had not taken advantage of 
the fact that that was open and available until the end of the year. 
Mr. Saltzman’s agreement was he would only stay on until the end of 
the year. 

Mr. Harpy. And that Assistant title which constituted the other 
hat you wore wasn’t big enough ? 

Mr. Morton. No; it wasn’t available, in that I was already a con- 
firmed Assistant Secretary for Congressional Relations. Every As- 
sistant Secretary slot was filled. 

Mr. Harpy. Actually, there wasn’t another hat available. You just 
got another title to go along without any more hats. 

Mr. Morton. That is right. I could have been made Acting Under 
Secretary for Administration, I suppose. That might have involved 
a problem of whether I had to be reconfirmed because of the salary 
differential. They didn’t want to give me any more pay for taking on 
those two jobs. 

Mr. Harpy. You mean you worked overtime and didn’t get any 
overtime pay ? 

Mr. Morton. That is correct, sir. 

Mr. Harpy. I think you have violated all of the fair labor stand- 
ards laws. 

Mr. Morron. I used to be a member of the Labor Committee of this 
august body, and I haven’t been able to make a case yet. 

Mr. Mountarn. Is it correct, Mr. Morton, that the duties and sub- 
ordination of Mr. Saltzman were not affected by the fact that he had 
the title which Mr. Lourie had or that he ranked, as you did, as the 
fourth man in the hierarchy? 

Mr. Morton. No; he na as the third man. When he filled that 


job, there was the same ee that existed when Mr. Lourie was 
7 


there—in other words, he obviously had precedence over the Deputy 
Under Secretary because he got $2,500 a year more. 

Mr. Mounrarn. I was trying to clear up the question of why he was 
given the Under Secretary title, and if I understood your answer 
it was simply because that was the only title available and not because 
the strength of that position called for this title as different from the 
one you held. 

Mr. Morton. The decision had been made back in March, as I 
understand it, and approved by the Secretary, that we would not seek 
legislation to extend Public Law 2. Therefore if that meant there 

would be a Deputy Under Secretary for Administration as the rank- 
ing administrative officer of the Department, when it was found that 
they were going to recruit a man to take my place and it was thought 
they might recruit a man to take my place in my congressional capa- 
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city, that would have required our coming to Congress for legislation, 
so that we would have had the additional Deputy Gnder Secretary for 
Administration position available. 

As time went on, it got to be July and Saltzman came on board. I 
felt that it was too late to bother with an amendment to the act, and 
that since the slot was there I recommended that we fill it on that 
basis, and then wait until the next Congress to see what we definitely 
wanted instead of coming up with some piecemeal temporary piece 
of legislation. 

Then after Mr. Saltzman left it was determined that Mr. Henderson, 
Ambassador Henderson, would come in and be the Deputy Under 
Secretary for Administration. We faced this same problem. We 
didn’t have the slot. 

By the time the Under Secretary job had expired by statute, then 
Mr. Carpenter was serving as Assistant Secretary for Personnel and 
Administration. He very generously agreed and he said, “Well, I 
am just here to do a public service anyway, so it doesn’t matter what 
kind of handle you put on me.” So he vacated his slot, in which he 
had been confirmed by the Senate, resigned, and was made controller 
of the Department, and that freed an Assistant Secretary position, 
which was assigned to Loy Henderson, and he was assigned Deputy 
Under Secretary for Administration. 

I would like to say, Mr. Chairman, it was a very generous and big 
thing for Secretary Carpenter to do, and we are all appreciative for 
his magnanimous attitude in this respect. 

Mr. Harpy. Let me ask you, Mr. Morton, how many Assistant 
Secretaries do you have? 

Mr. Morton. We have 10 Assistant Secretaries, 2 of whom may be 
designated as Deputy Under Secretaries. 

Mr. Harpy. You have 10 Assistant Secretaries and just 1 Under 
Secretary ? 

Mr. Morron. Yes, sir. 

Mr. Harpy. You don’t have any specific Deputy Under Secretaries, 
except if you use the position of Assistant Secretary. 

Mr. Morton. The law reads, as I recall, sir, 10 Assistant Secre- 
taries, 2 of whom may be designated as Deputy Under Secretaries. 
That is the organization pattern as it is today. 

Mr. Harpy. Well, I haven’t looked at your organization chart, and 
I don’t know what you have done with all of the rest of these Assistant 
Secretaries. It looked like you could have had one and let Mr. Car- 
penter stay on in one of those and not take that title away from him. 

Mr. Morton. I will give you who they are. There are 2 Deputy 
Under Secretaries, as I outlined, 1 for Policy and 1 for Administra- 
tion. Those positions are presently held by Messrs. Murphy and Hen- 
derson. That leaves eight Assistant Secretaries. There are four geo- 
graphic bureaus, each headed by an Assistant. There is an Assistant 
Secretary for Economic Affairs, an Assistant Secretary for Public 
Affairs, an Assistant Secretary for—they used to call it United Na- 
tions Affairs. What do we call it now? International Organiza- 
tions, and the position which I hold is Assistant Secretary for Con- 
gressional Relations. Two of us offered to vacate our spots, but Mr. 
Carpenter was insistent and he went out. 
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Mr. Harpy. I will tell you what, I can assure you right now we are 
not going to put up with having congressional relations handled by 
anything less than an Assistant Secretary. 

Mr. Mountarn. One final question, in terms of actual operations, 
Mr. Saltzman’s activities as the Under Secretary for Administration 
were not different from yours? 

Mr. Morron. That is correct, sir, as far as I know. 

Mr. Harpy. I think we have pretty well completed this 4-month 
period in which Mr. Morton served in this top administrative position. 
I think we had better adjourn unless some other member of the sub- 
committee has a question. 

Mr. Brownson. I have no questions, Mr. Chairman. 

Mr. Harpy. Mr. Morton, on behalf of the committee, I want to 
express my appreciation for your helping us today, and previously, in 
this whole matter. 

This afternoon we would like to have the session with Mr. Carpen- 
ter, and the committee will stand adjourned now to reconvene at 1: 30, 
so we can get through earlier, if that is agreeable to you, Mr. Meader. 
Is 1: 30 all right with you? 

Mr. Meaver. I might not be able to get here. Mr. Brownson will 
hold down my end of the thing. 

Mr. Harpy. Don’t leave me here by myself so I will have to tie 
these folks up, and we can’t get anywhere. 

We will adjourn until 1: 30. 

(Whereupon, at 12:05 p. m., the subcommittee was recessed until 
1: 30 p. m., of the same day.) 


AFTERNOON SESSION 


The Cuarrman. Let the subcommittee come to order. 

The committee, Mr. Carpenter, appreciates your presence here this 
afternoon. I know you have had some discussion with the staff peo- 
ple concerning this matter of interest to the committee, and we want 
to informally get into the record certain information concerning the 

art which you have played in this Heller study, and that is our ob- 
jective. We will try to keep the hearing as informal as we can, be- 
cause, frankly, I prefer to operate that way. 

Proceed, Mr. Mountain. 

Mr. Mountarn. Mr. Carpenter, when did you join the Department 
of State, and what was your position at that time? 


STATEMENT OF I. W. CARPENTER, CONTROLLER, DEPARTMENT OF 
STATE 


Mr. Carpenter. I was sworn in as an Assistant Secretary of State 
for Personnel and Administration on June 23, 1954. 

Mr. Mountain. Was this the post which had been previously held by 
Mr. Tom Wailes? 

Mr. Carpenter. That is right. 

Mr. Brownson. Did we get Mr. Carpenter’s biography from the 
previous hearing? 

Mr. Mountatn. Yes, sir. I believe we did, in executive session. 

Who was your immediate superior, Mr. Carpenter ? 





we are 


led by 


tions, 
ration 


month 
sition. 
e sub- 


int to 
sly, in 
irpen- 

1: 30, 
eader, 


n will 


to tie 


until 


e this 
r peo- 
want 
ig the 
ir ob- 
n, be- 


tment 
VT OF 


State 


Id by 


n the 


ADMINISTRATION OF OVERSEAS PERSONNEL 197 


Mr. Carpenter. When I came in the Department, Mr. Morton was 
my immediate superior. Mr. Saltzman came in, I believe, as an Under 
Secretary for Administration, on June 28. I didn’t know, when I 
took the job, that he was coming in, and he told me later that he didn’t 
know I was coming in, so it was a mutual surprise for both of us. 

Mr. Mountarn. As we understand it, Mr. Saltzman’s post was the 
same post Mr. Lourie vacated some 4 months earlier? 

Mr. CarPENTER. Yes. 

The CuHaIrMAN. What was your title when you first came in? 

Mr. Carpenter. Assistant Secretary of State for Personnel and 
Administration. 

The CuHarrman. Now, that was at the time when there was also pro- 
vision for an Under Secretary for Administration ? 

Mr. CARPENTER. Yes, sir. 

The CuHatrman. But there was no Under Secretary for Administra- 
tion as such, at the time that you came in? 

Mr. Carpenter. Mr. Morton was acting as Deputy Under Secretary 
for Administration. 

The CuatrMan. Well, he was the Deputy Under Secretary, but actu- 
ally, the title under which he got paid was Assistant Secretary for 
Congressional Relations. 

Mr. Carpenter. That is right, sir, but the Secretary under the law 
is entitled to appoint any two Assistant Secretaries to the position of 
Deputy Under Secretary. 

The CuHatrman. Yes; I understand that. But the thing I am trying 
to get at was to understand where we were with respect to the total 
number of positions which Mr. Morton was discussing this morning. 
He pointed out there was a shortage of Assistant Secretary positions, 
and there was not a vacancy created by virtue of the fact that he 
relinquished one of his titles. 

Mr. Carpenter. No, sir. You see, he retained his other hat, so- 
called, as the Assistant Secretary for Congressional Relations. 

The Coamman. Well, actually, he wasn’t filling two positions. He 
was performing the work of 2 positions with just the job of 1. 

Mr. CARPENTER. Yes, sir. 

The Cnatrman. And so he very appropriately complimented you 
on vacating the Assistant’s spot in order that Mr. Saltzman could 
have the Under Secretary—that was Mr. Henderson, that’s right. I 
am a little mixed up on that. There was still the Under Secretary for 
Administration spot that was vacant. 

Mr. Carrenter. Yes, under Public Law 2, I believe it was, until De- 
cember 31, 1954. That was vacant, Mr. Chairman. 

The CuarrmMan. That was vacant at the time you became an Assist- 
ant Secretary ¢ 

Mr. Carpenter. Yes, sir. 

The Cuatrman. I see. 

Mr. Carpenter. But Mr. Morton was acting as Deputy Under Sec- 
retary for Administration until Mr. Saltzman took office, which was 
on June 28. So he was my immediate superior for 5 days, and then 
Mr. Saltzman was my superior. 

The Cuatrman. I see. 

_Mr. Mountain. You were directly responsible to Mr. Saltzman un- 
til December 31, 1954? 
Mr. Carpenter. Right. 
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Mr. Mountatn. Did the resignation of Mr. Saltzman affect your 
status within the Department ? 

Mr. Carpenter. Not that I know of. 

Mr. Mountain. I am referring, Mr. Carpenter, to a matter which 
has been partially covered before, the necessity for creating a post for 
Mr. Henderson. 

Mr. Carpenter. Oh, you say the resignation of Mr. Saltzman did 
not affect my status, but the appointment of another Deputy Under 
Secretary did affect my position ? 

The Cuamrman. That was because the position of Under Secretary 
for Administration had ceased to exist? 

Mr. Carpenter. Yes; and they wanted to appoint a Deputy Under 
Secretary for Administration, and they needed an Assistant Secretary 
slot for that purpose, and they naturally came to the administrative 
section to get that slot rather than the substantive section. I was 
the one that would be naturally called upon to relinquish the Assist- 
ant Secretary position. 

Mr. Mounratrn. In a general way, the functions which you per- 
formed when you assumed the title of Controller were not markedly 
different from those that you were performing when you had the title 
of Assistant Secretary for Administration ? 

Mr. Carpenter. Exactly the same. 

Mr. Mounrarn. Could you describe for us briefly the areas of the 
State Department’s operation that are under your direct supervision ! 

Mr. Carpenter. May I refer to the chart here [indicating] ? 

The CHarrman. Certainly. 

Mr. Brownson. Before you start on the chart, Mr. Carpenter, was 


the salary the same for your new position as Controller, after you had 
y J g y 


been bumped from the Assistant Secretary’s spot ? 

Mr. Carpenter. No, sir. They gave me a GS-18 position. Iama 
civil servant at this time. The salary is $14,800, only $200 difference. 
That is the top civil-service spot, I believe, that is available. 

Mr. Brownson. I just wanted to establish that fact before we went 
on to the chart. 

Mr. Carrenter. May I hand you this chart, sir? 

(The chart referred to is herewith inserted. ) 

Mr. Carpenter. The question was, as I understand it, the area of my 
responsibility. 

On January 26, 1955, I came into the position of Controller under 
the Deputy Under Secretary for Administration. This chart. is 
brought up to date, May 1, 1955. This is Mr. Henderson’s position 
[indicating], and this is the Controller’s position, and as such I direct 
the Office of the Budget, the Office of Finance, the Office of Personnel, 
the Office of Foreign Buildings, the FBO is in charge of all foreign 
building activities overseas; the Office of General Services, which has 
to do with supply management and records; the Despatch Agency, 
which takes care of the forwarding of Foreign Service officers’ baggage 
and furniture, and so forth, going to and from their posts. Also, there 
is the Office of Special Services, which is one of the most important 
sections, having to do with communications. That comes into my 
area. The Cryptography Staff handles the development of codes 
which I can’t discuss here, except off the record. The Foreign Re- 
porting Staff, which has to do with the reports from the overseas post 
which go to the other Government agencies, such as Labor and Com- 
merce, CIA, and others, all come under this. 
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The CHamman. The diplomatic pouches, where do _ come in ¢ 

Mr. Carrenter. Under Communications; yes, sir. Then the Regu- 
lations and Procedures. That isa brief summary of my responsibility. 

Mr. Mountain. In your former capacity as an Assistant Secre- 
tary for Personnel and Administration, and in your present capacity 
as Controller, does your line of authority extend directly to the sub- 
stantive offices and bureaus on matters within your jurisdiction ? 

Mr. Carpenter. Well, if it came to changes in present practices, I 
would not have or want to exercise that authority without the sup- 
ort of 
; The CuarrMan. Well, specifically, just exactly what authority do 
you exercise with respect to personnel ? 

" Mr. CARPENTER. The paper says that I direct the — 

The Cuarrman. Well, J] am not interested in what the paper says, 
as much as what the actual situation is. 

Mr. Carrenter. Well, may I just comment on that, so as to explain 
why I put it that way: 

In order to implement the Wriston program, it was necessary to 
have someone at the top with a knowledge and experience in the 
Foreign Service. I realized my inadequacy in that respect. Being 
a new man, and not having a background of experience to understand 
all the requirements of the Foreign Service, when Mr. Saltzman came 
in, his main responsibility was to implement the Wriston program. 
We made an arrangement whereby he would work directly with 
Mr. Wilson, the Chief of Personnel, without coming through my 
office, and I handled the operations of the Office of Personnel. 

The CuHarrman. Mr. Wilson is Personnel 

Mr. Carpenter. Director of Personnel; yes. 

The CuatrmMan. Well, Mr. Saltzman is there now, and Mr. Wilson 
then is in charge of one of the divisions in your shop? 

Mr. Carpenter. Yes, sir. 

The CHarrman. Well, he is responsible directly to you now? 

Mr. Carpenter. Under the chart, yes, sir, he is. 

The Cuarrman. Well, actually? 

Mr. Carpenter. Actually; yes, sir. 

The CHatrmMan. Well, what do you have to do, for instance, where 
they are furnishing personnel in the Washington office of the Bureau 
of European A ffairs ? 

me CARPENTER. What do I have to do with the furnishing of per- 
sonnel ? 

The Cuatrman. That is right; controlling it and regulating it and 
what not; what do you have to do with it? — : 

Mr. Carpenter. I would make all decisions which couldn’t be im- 
plemented 

Let me put it to you this way: The day-by-day activities go on 
regardless of whether I am there or not, but if there is any reason 
for decision about a change, or any difference of opinion, it would be 
referred to my office. 

The Cuarrman. Suppose they needed a clerk-stenographer, a GS-2, 
or a GS-3, what would they do; what would your office have to do 
with that? : 

Mr. Carpenter. I wouldn’t even know about it. It would be im- 
plemented in the Office of Personnel. 
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The Cuatrman. That is what I am getting at: Would it actually 
come through your office? : 
Mr. Carpenter. No, sir. They have their own records down there 
and they know what the needs are, and when the vacancies occur, they 
go ahead and fill them. : 

The Cuarman. Where do they get them ? 

Mr. Carpenter. They have their recruiting staff_—I don’t know 
that that is the name of it, but they know where the vacancies are, 
and fill them. 

The Cuarrman. In each bureau ? 

Mr. Carpenter. In each bureau and each area. 

The Cuatrman. Each bureau has its own personnel records, so that 
if they needed additional help, they could go out and get them directly, 
without coming through your personnel office? 

Mr. Carrenter. No, sir. That is not the case. 

The Cuamman. That is what I am trying to find out. Maybe I 
shouldn’t get into it. I didn’t intend to go into this much detail. 

Mr. Carpenter. Well, I expected to have Mr. Wilson on hand to 
answer some of these questions. 

The Cuarrman. Forgive me. Just overlook that for the moment. 

Mr. Carpenter. Very well. 

The Cuarrman. The thing I was trying to get at, from a general 
standpoint, is, I was trying to see how closely related your office is to 
the actual operation of these functions all through the Department. 

Mr. Carpenter. Well, I hope to sit on top of everything that is 
listed in the square on the chart under my position. 

The CHarrman. The reason this came up right now—lI don’t mean 
this in any disparaging manner at all—but I am trying in terms of 
a great big organization, with autonomous bureaus, to see how they, 
in effect, are saying to the top office, your office, “You go peddle your 
papers, and we will suit ourselves on what people we employ and the 
manner in which we load the diplomatic pouches” or 

Mr. Brownson. I wonder, Mr. Chairman, if the example you chose, 
that of hiring an employee in the grade of GS-2, such as stenog- 
rapher, is enough of an example for us to have in the record right now. 

Just to earry that ntnele a little further, if one of the bureaus 
needed another stenographer in the grade of GS-2 or GS-3, and if 
they were authorized one in the overall table of staffing, then they 
could hire one, couldn’t they, without checking with you ? 

Mr. Carpenter. Mr. Brownson, the bureaus themselves would not 
hire. They have these regular meetings between—you see, Personnel 
Department has a man who is a specialist on European needs, and he 
confers with the European bureau personnel officer and they work 
out those things together. That is my understanding. 

The Cuarrman. Actually, Mr. Brownson, maybe my selection of 
personnel was not a very good choice. The only purpose in this ques- 
tion was to try to establish how direct is the relationship of the 
Controller’s office. 

Mr. Brownson. If the Bureau of European Affairs needed another 
stenographer, and if the Bureau was not authorized one, would that 
requisition come up to your level? In other words, if they wanted 
to deviate from the normal allocation, and said, “We are flooded down 
here and we need extra help,” and I wonder, would that come to the 
attention of your level? 
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Mr. Carpenter. They could not do that, if they did not have the 
money for it. If they have the money for it, and are short somewhere, 
some other place, and can furnish and move money and funds from 
one place to another, they have that privilege. 

Mr. Brownson. You mean they could obligate and deobligate funds 
without your knowing it? 

Mr. Carrenter. Under the old system. The way it is now, we are 
tightening up on the system. We have a new control we just issued 
within the last 30 days, whereby we check their staffing pattern every 
3 months. We withdraw balances for the reservoir fund for our use 
and subsequent redesignation, if we find they are holding funds in 
excess of their needs. 

We have also separated their salary requirements from their ex- 
pense requirements, and they canont use salary funds for any other 
purpose now; whereas, before, they had one lump sum of salary and 
expenses to buy air-conditioning, under that setup, or anything they 
wanted. Now, they have to—they can only use those salary funds for 
salaries. That has just been put in. 

The CuarrmMan. That sounds like you are making some progress 
over there. That is the kind of thing we want to know. Istill wonder 
if that personnel thing was the right thing to tie to it, but for the 
record, let’s pursue it a little further. 

I undersand, then, if there is authorized in the structural setup of 
a particular bureau a position which merits the employment of an 
additional stenographer, they would go ahead and employ that 
stenographer without necessarily clearing with your office at all? 

Mr. Carpenter. My office wouldn’t have anything to do with it. 
It would go to Personnel, direct. 

The CHatrrMAn. Would the Personnel Division in your office have 
anything to do with it 

Mr, CARPENTER. Yes, sir; they would. 

The CuarrmMan. What kind of control would they exercise? They 
wouldn’t be called upon to furnish a stenographer, would they ? 

Mr. CarpenteR. Well 

The CuamrMan. I am getting into more detail than I wanted to. 
I will use another illustration, and I think this maybe will clear up 
what I am trying to get at. 

Take the question of communications. We have had some discus- 
sion here about telegrams, the kind of material sent by telegraph, 
and the kind sent by cable. Undoubtedly, you have regulations issued 
on that particular subject, the kind of thing you should use telegrams 
for, and the kind of thing you should use the air pouch, and regular 
pouch for, I presume, don’t you 

Mr. Carpenter. Yes, sir. 

The Carman. Suppose any particular bureau would decide that 
you should go jump in the lake; that they will send what they want 
by telegram; how would you know it? 

Mr. Carrenter. Well, here again we are getting into some details, 
but let me answer it in a general way. 

Che CuamMman. That is all I want. 

Mr. Carrenter. Yes; we have established a general policing of the 
telerams that are being sent, as to their jurisdiction, as to the sub- 
ject matter, whether it should be a pouch or a telegram. We do not 
stop the wire ahead of time, as Heller, I believe, suggested, because 
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we might stop the flow of some important documents and hold up 
some important decisions, but we review those after they go through, 
and then the people that review it take it up with either the field post 
or the local post in Washington, to determine the validity of the thing. 

The Cuatrman. What do you do if you find it wasn’t a proper 
action ? 

Mr. Carpenter. Well, we—— 

The Cuarrmayn, Is there anything you can do? 

Mr. Carpenter. Just education, and we can report it to their 
higher officer. 

The Cuarrman. You don’t have any authority as Controller to 
order a discontinuance of a practice wMich you have determined to be 
an improper practice; is that right? 

Mr. Carpenter. I think I have some authority, Mr. Chairman. 
It is a question of whether I, at this point, would want to exercise it, 
in my limited knowledge, you see. 

The CHatrman. The only thing I am trying to establish is how 
your office relates itself to the overall functions of the Department 
as a whole. 

Mr. Carpenter. Let me make this general observation, if I may, 
and I don’t want to be out of order here, but I have had some business 
experience. Ihave been in it for the last 40 years. I haven’t got any- 
thing else, but coming into the Government service here, I think there 
are a good many problems similar. For instance, we have an execu- 
tive office at home, that runs some 30 to 40 separate offices over some 
40 States. 

Mr. Brownson. That is in what company ? 

Mr. Carpenter. The Carpenter Paper Co. 

Mr. Brownson. Yes. 

Mr. Carpenter. And there is always the question of how much the 
executive office is going to restrict the action of our fieldmen who pro- 
duce the earning for salaries and dividends. Here in Government, I 
want to give service to the people who are doing the work that the 
Department is established for. 

Therefore, I have tried to build up the philosophy in the minds of 
my people that we are primarily a service organization, and that we 
should centralize those things which can best be done on a mass- 
production basis, and to decentralize the things that should be decen- 
aes I don’t know whether that is responsive to your question or 
not, but 

The Cuarrman. That is the general philosophy, and I see nothing 
wrong with that approach that you have set forth, but you are ina 
different area here. Nobody in the State Department is producing 4 
profit to pay your dividends with. 

Mr. Carpenter. The only reason for the existence of the State De- 
eee is to deal and negotiate with foreign countries, and if they 
rave successful negotiations, I presume the Department has done 4 
good job. 

Mr. Brownson. I want to congratulate you for that observation. 
I read the whole Wriston report, and found that not once do I see 
mention of that function of negotiation and diplomatic representation 
of the State Department. 

The Cuarrman. I think that is a fine idea, too, but I have a little 
bit of difficulty in relating that to the kind of business operation that 
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you made the comparison with, because I can appreciate that the State 
Department is essentially a service organization, that is true, but I 
still must recognize that the individual who has a responsibility in a 
bureau, or anywhere else, for screening such things as a telegraphic 
message, doesn’t have the incentive that your man has out in the agency 
or branch somewhere, because he has got to show a profit in order to be 
able to stay in his job. If you are a hardened businessman, and find 
that he spends his money foolishly, you are not going to let him stay 


there. On the other hand, you can’t do much about the fellows sitting 
around here in the bureau, who decides he will let the Controller go 
jump in the lake, and will spend the money where he wants to. He 


figures the funds are in his control. He figures the Controller will get 
around once in awhile to audit it, and if he doesn’t like it, he will tell 
him to go jump in the lake again, so he doesn’t have that incentive. 
First of all, he is not spending his own money, and what he makes 
hasn’t got anything to do with what he spends. 

Mr. Carpenter. I don’t think I expressed myself too well. I didn’t 
mean to say the State Department was a service organization. I meant 
that the Controller’s area, what we call the A area, was the service 
area for the Department of State, to assist them in their worldwide 
negotiations, to perform such services so that the political officers could 
be free to do the important, substantive work, and we could furnish 
the facilities and relieve them of those details. 

The CuHarrman. But if they don’t permit you to exercise your func- 
tions, they don’t want your services; there is not much you can do 
about it. 

Mr. Carpenter. Again, I don’t want to take issue with you, sir 

The Cuatrman. I am asking you. 

Mr. Carpenter. I haven’t reached the point in my mind where there 
has been any lack of appreciation of the work we are trying to do 
in my office. I believe that if I took a firm position, as I may have to 
do from time to time, when I get my feet on the ground, I believe that 
if I take the right position, I will be supported, and if I am wrong, 
I better be careful. 

The Cuarrman. How, you mean be supported where ? 

Mr. Carrenter. Be supported by any appeal from it to my superiors. 

Mr. Brownson. If the chairman will yield briefly, I am glad that 
there isn’t anybody in that shop who has a profit motive in making 
the decisions, because if he made the decisions on that basis, he couldn’t 
force anybody to follow them anyway. The poor fellow would have 
ulcers. [Laughter. | 

The Cuatrman. Even if he found something wrong, and wanted 
to get rid of one of them, he couldn’t do it. There is a procedure, 
but it is a long drawn-out, difficult one. 

Mr. Brownson. I think the last civil-service employee was suc- 
cessfully discharged at the turn of the century. [Laughter.] 

The Cuarrman. That is one advantage, Mr. Carpenter, which you 
have in the present assignment, instead of being an Assistant 
Secretary. 

Mr. Mountain. Essentially, Mr. Carpenter, you are testifying that 
as far as having an actual, positive control reaching out throughout 
the Department over these individual things under your jurisdiction, 
you do not have line authority over them; is that correct ? 
64302—56—pt. 114 
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Mr. Carpenter. I think that my superiors would support me in 
making decisions in my area on those decisions which I am positive 
that I can make, and relieve them of those details. There are certain 
decisions which would come to me, to make, which I would want to 
check, and there are some decisions I wouldn’t make at all. 

Mr. Mounrarn. The normal process is for you to make a recom- 
mendation to, in this case, the Deputy Under Secretary for Adminis- 
tration, Mr. Henderson ? 

Mr. Carpenter. If the matter dealt with substantive areas. 

Mr. Mountain. And that was the same process you followed under 
Mr. Saltzman? 

Mr. Carpenter. That is right. 

The Cuarrman. If I might make another comparison, if there is 
any hesitancy on your part to make a decision, I can appreciate your 
observations; you would want to check your decisions with your su- 
perior. But in the case of your own business, you put people in key 
spots for making decisions; isn’t that it ? 

Mr. Carpenter. Yes; and they better be right. 

The Cuatmrman. That is the point. They better make them, and be 
right; and if they don’t make them, you won’t keep them in there 
very long. 

Mr. Carpenter. Well, I don’t want to belabor this point, but in my 
own philosophy, in building an organization, a man has to learn the 
things that his boss is interested in getting into. I think there are 
some things that other people can do better, and I would want to dele- 
gate those duties to other people; and if I can make contributions to 
the decisions of my subordinates, I like to have them bring them to me. 

Now, that is just a bit of my own personal philosophy. 

The Cuarrman. That is good, too; but after you keep him from 
getting out on a certain limb, you don’t want to proceed to guard him 
against the same limb from then on. 

Mr. Carpenter. That is right. 

Mr. Mountain. As regards the Wriston program, and the problems 
which are constantly arising in its implementation, isn’t it true most 
of those are handled directly by Mr. Henderson ? 

Mr. Carpenter. Yes. Let me say, all correspondence—all matters 
go through my office from the Office of Personnel to Mr. Henderson. 
I have a look at everything that goes through about Mr. Wriston’s 
program, or otherwise. 

Mr. Mountain. When did you first learn of the Heller report, and 
would you describe in detail the circumstances surrounding that? 

Mr. Carpenter. Prior to my coming aboard as Assistant Secretary 
on May 14, Mr. Earl Sohm, who was assistant to Mr. Lourie, was 
instructed to brief me on, I would say, the general responsibilities of 
this position. He mentioned the existence of the Heller report on 
that day, and to the best of my memory, that is the first I ever heard 
of it. I do not believe I actually saw the report on that day, but I was 
told of its importance, and that it would no doubt fall to my lot 
to review. 

Mr. Mountain. Were you told anything more about the report than 
that it was important and that you might be called to do something 
with it? 

Mr. Carrenter. That is all I was told at that time. 
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Mr. Mountain. Were you told by anyone at that time, or later, that 
the report was controversial in nature? 

Mr. Carrenter. I believe that in discussions with Mr. Wailes, who 
stayed with me in the office, I believe, in our discussions he reviewed 
in a general way some of the controversial items involved. 

Mr. Mountatn. So that before you were called upon to deal with 
the report, you knew that it was both important and controversial ? 

Mr. CarpeNnTER. Yes; and also, in talking with me, the members of 
the staff, I could tell by their discussions and references to it, that 
there were some points they were not too well satisfied about. 

Mr. Mountain. Could you tell us the nature of this controversy ? 

Mr. Carpenter. It was all in a general character. It was only 
when I studied it later on, that I became aware of the differences of 
opinion. It was at that time that I refrained from further discussions 
with anyone, because I wanted to keep myself in an independent 
position, and not be, you might say, swayed one way or another by 
local opinions of it. 

Mr. Mountarn. Was this controversy, as you understood it, between 
the Heller firm and the Department of State, or between people in the 
Department of State, themselves? 

Mr. Carpenter. It was individuals, between the staff people that 
were working on it, and the Heller people. 

Mr. Mountatn. It was not a controversy within the Department 
itself ? 

Mr. Carpenter. No; I do not believe so. 

Mr. Mountarn. After you assumed office, what action did you take 
on the Heller report ? 

Mr. Carpenter. Well, on June 30, which was just 7 days after I 
came aboard, I received a memorandum from Mr. Saltzman to look 
into the matter of the control of the American salaries of personnel, 
which had been mentioned in the Heller report, and to look into the 
matter from their angle. Then on August 3, I believe, I received a 
memorandum from Mr. Saltzman, asking me to review the Heller 
report and the comment thereon, and to submit my specific recom- 
mendations on the Heller proposals to him. 

Mr. Mountarn. If we may, may we have permission to insert a 
copy of that document in our record ? 

The CuatrmMan. Without objection. 

Aveust 3, 1954. 
A, Mr. CARPENTER: 

I am sure that you have made a study of the Management Survey Report pre- 
pared by Robert Heller & Associates. I believe you have received comments from 
the various areas concerned. 

Would you please review again the Heller report and the comments thereon 
and submit your specific recommendations on the Heller proposals to me? Please 
include— 

1. A list of proposals which have been implemented. Indicate annual savings 
which will result. 

2. A list of proposals which have not been implemented and indicate: (a) 
Those which you recommend should be implemented, reasons therefor, and timing 
for each ; (b) those which you recommend should not be implemented and reasons 
therefor; and (c) those, if any, which require further study, indicating what 
Steps are being taken to conclude these studies. 

I should also like to have your general reaction to the report. 


CHARLES BE. SALTZMAN, 
Mr. Mountain. Mr. Carpenter, did you brief Mr. Saltzman prior to 
this date on the existence and nature of the Heller report? 
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Mr. Carpenter. Yes. I furnished him a copy of it. I think there 
was one in his office, but I sent him another one, so that he would 
have it available to read and study. 

Mr. Mounrtarn. So he became acquainted with the Heller report 
from your informing him? 

Mr. Carrenter. I can’t say whether he took any other independent 
action, but I know I talked it over with him and called it to his at- 
tention. 

The Cuarrman, This is prior to the memorandum of August 3? 

Mr. Carpenter. Somewhere along in there, Mr. Chairman. I don’t 
recall the exact dates. 

The Cuarrman. Had you submitted to Mr. Saltzman any memo- 
randa outlining what you had found from your review of the Heller 
report, prior to this memorandum dated August 3? 

Mr. Carrenter. No, sir. 

The CuarrmMan. You indicated that just a few days after you as- 
sumed office, you had a specific request to look into certain aspects of 
the Heller report ? 

Mr. Carpenter. Yes, sir. 

The CuHarrMan. Well, was that request directed specifically to rec- 
ommendations in the Heller report, or was it just a seneiall bile 
which you didn’t—— 

Mr. Carpenter. May I just read this? This is dated June 30, ad- 
dressed to Mr. Carpenter : 

Will you please initiate action on the attached memorandum signed by the 
Secretary? 

That memorandum, sir, I do not have, and I don’t know what it was, 
so I can’t answer at this time on this first paragraph. 

The second paragraph is as follows: 


I understand that some steps have already been taken in the Office of Per- 
sonnel along these general lines. You will recall that the Public Committee— 


that is the Wriston Committee— 


rejected the Robert Heller proposal that the control of American salaries should 
rest in the Office of Personnel. I believe you should reexamine this conclusion 
and present your recommendation to me. May I have a progress report on this 
problem of personnel records and statistics by July 12? 

The Cuarmman. That was 1 week after you assumed office? 

Mr. Carpenter. Yes. 

The CuHarrman. What is the date of that, again? 

Mr. Carpenter. June 30. 

The Cuarrman. That was just 2 days after Mr. Saltzman took over! 

Mr. Carpenter. Yes. 

The Cuarrman. So he was operating fast. Now, unless he was just 
following along a line that somebody else had started, and that doesn’t 
sound very much like him, he was operating fast. 

Mr. Carpenter. He was what we call a ball of fire. 

The Cuarrman. Well, he would have had to be a ball of fire to get 
started in 2 days. 

Had you briefed him on this Heller report prior to this time? 

Mr. Carpenter. That is all kind of hazy to me, now, sir. I can’t 
say, but we had meetings every morning at about a quarter of 9, and we 
went into various phases, and I presume I did talk to him about it. 
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sere The Cuamrman. Of course, you had a 5-day lead on him. There is 


a lot you could have learned in those 5 days that you could have im- 
parted to him. 






































hei Mr. Reece. He is an old man on the job. 
dent Mr. Carpenter. Yes, sir. [Laughter]. | 18: 
. = The Cuamman. Did you put any particular significance in Mr. 


Saltzman’s suggestion that you review the Heller report with respect 
3 to a conflict between its recommendations and the recommendations of 
the Wriston Committee? 


ton’ Mr. CarrenteER. No, sir; I did not. I had no part of the Wriston 
ay Committee. 
Teller The Cuarrman. Well, Mr. Saltzman had. 
Mr. CarpENTER. He had, yes, sir, but my assignment I took to be 
just to go into the subject of American salaries, and where the control 
9 should rest, in Personnel or in the Regional Bureaus. 
ie of The Cuamman. Didn’t that strike you as being peculiar? Here 
Vie isa man who sat on the Wriston Committee and made a recommenda- 
tion contrary to the recommendations of the Heller report, and now 
; he is telling you, as a subordinate, to go back and see if he was wrong 
) rec- 
ifort previously. : 
| Mr. Carpenter. I think Mr. Saltzman would want to check him- 
a ad self on that; being on the Wriston Committee is one thing, and being 
; Under Secretary for Administration is another thing. I think he 
took his position seriously, and the Heller report seriously, and I 
ry the thing he wanted to know. 
. The Cuatrrman. To get back to this chronology—things are moving 
, Was, fast—you came in on June 23, Mr. Saltzman on June 28. On June 
30 you get a memorandum to get into this Heller report right then. 
Then just a little bit later, you get another memorandum to do a more 
f Per. thorough job on the Heller report; is that about correct ? 
ttee— Mr. CarPENTER. Yes, sif. 
The CuHatrman. Well, now, in the meantime, I take it that you 
had apparently made some reports either in writing or orally to Mr. 
_— Saltzman concerning your reaction to the Heller report ? 


sat ttle Mr. Carrenter. I made no written reports. 
The Cuatrman. No written report? 
Mr. Carventer. No. Here is the substance of what I said to him: 
I said, “This report is made by a reputable company. In my opinion, 
we should take special recognition of it.” 
I said, “I think I am the best fellow to look into it, because I am 


wert oe I don’t know anything about the report,” I think I said 
to him. 

; just _ “Therefore, I think I can study that report with a viewpoint which 

ceatt is not influenced by anyone, any considerations in the Department.” 


I said, “I would like to do that, and I would like the assignment.” 
He gave it to me. 
lhe CHarrman. So you asked for it? 


o get : ; 
"8 Mr. Carpenter. I kind of did; yes. 
: bes: Cuatmuan. When was that; was that back over the first 2 or 
% v days ¢ . . : 
ST ee Mr. Carventer. I don’t know the point in time. 
it The Cuamman. The only reason I was wondering about it was, 





a you got your first assignment on the Heller report within 
a week——— 
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Mr. Carpenter. Bear in mind, I was in the Department as a con- 
sultant from the 15th of June. I guess I didn’t tell you that. 

The Cuarrman. You hadn’t consulted very long. 

Mr. Carpenter. I think the announcement of Mr. Saltzman’s com- 
ing in the Department was dated the same day, the 15th day of June. 
I mean, that was the first time I knew that he was coming in. 

The CuHarrman. To get back to this August 3 memorandum, the 
reason I have raised these questions is because this says— 


Would you please review again * * * 


Now, that is the reason I was inquiring about the reports that you 
had made. That indicated to me that you already carried out a review 
and had already made reports, either in writing or orally, and you 
say orally, but now he wants you to do a more thor ough job than you 
had done previously, and that i is why I was trying to explore what 
reports you had given to him prior to August 3. You had just a little 
more than 1 month. 

Mr. Carpenter. Entirely informal, sir; I know of no written re- 

ort that was filed. The answer to this report was filed with him, I 
face The date is July 12. 

The Cuamman. Did you make a report on fay 12? 

Mr. Carrenter. On this particular subject, I made a report on 
July 12. 

The CuarrmMan. That was on the foreign salaries? 

Mr. Carpenter. That was on the foreign salaries. 

The CuHArrman. Do we have a copy of ‘that report ? 

Mr. Mounrarn. Yes, sir; we do. 

This was the full documentation on that, was it not, Mr. Saltzman’s 
memorandum to you, your July 12 reply, and was there not another 
letter following that, by Mr. Saltzman? 

Mr. CARPENTER. Giving his decision ? 

Mr. Mountarn. Yes. 

Mr. Carpenter. Yes. 

Mr. Mountain. We would like to have copies of all three. 

(The documents referred to follow :) 

JUNE 30, 1954. 

Mr. CARPENTER : 

Would you please initiate action on the attached memorandum signed by 
the Secretary? 

I understand that some steps have already been taken in the Office of Personnel 
along these general lines. 

You will recall that the Public Committee rejected the Robert Heller proposal 
that control of American salaries should rest in the Office of Personnel. I be- 
lieve you should reexamine this conclusion and present your recommendation 
to me. 

May I have a progress report on this problem of personnel records and sta- 
tistics by July 12. 

CHARLES FE. SALTZMAN. 


DEPARTMENT OF STATE, 
June 7, 1954 


MEMORANDUM FOR THE DEPUTY UNDER SECRETARY FOR ADMINISTRATION 


Subject: Personnel records and statistics. 


The Public Committee on Personnel has recommended as a matter of urgency 
that the Department establish an adequate central inventory for personnel 
management and a reliable central statistical control. 

I understand that the Office of Personnel is presently undertaking the estab- 
lishment of the suitable records and controls. 
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I wish you would see that appropriate programs of this kind are put into 
effect. 
JOHN Foster DULLEs, 
The Secretary. 


JULY 12, 1954. 
Mr. SALTZMAN : 

Your memorandum of June 30 suggested a reexamination of the Heller pro- 
posal that control of American salaries rest in the Office of Personnel, which 
proposal, the memorandum stated, was rejected by the Public Committee. 

On pages 43 and 44 of the Heller report dated May 15 (Tab A), recommenda- 
tions were reviewed and a meeting was held on July 1, attended by the Execu- 
tive Directors of ARA, EUR, FE, and NBA, Deputy Assistant Secretaries Wilber 
and Wilson, and Mr. John Harrison, Director of OBR. Mr. Saltzman’s memo- 
randum of June 30 and the recommendations of the Heller report dealing with 
personnel management referred to above were read to this group, and there was 
an informal discussion of the pros and cons of said Heller recommendations. 

On July 2 a memorandum (Tab B) was sent to ARA, EUR, FE, NEA, PER, 
and OBR requesting views and comments on the feasibility of adopting the 
Heller recommendations (Tab A). Also, a statement was requested of the 
present staffing and related costs in the geographic bureaus and contemplated 
costs in the Office of Personnel. 

In response to the memorandum of July 2, the views of the Office of Personnel 
(Tab C), the four geographic bureaus (Tab D), and the Office of Budget and 
Reports (Tab E) were received and studied. Tab F contains excerpts from the 
Hoover Commission report relevant to this matter. 

In summary, the expression of the Office of Personnel is to the effect that firm 
post complements which are basic to effective personnel administration can be 
assured only if the related salary costs are controlled in PER. The geographic 
bureaus feel with equal vigor that to divorce the planning, budgeting, and con- 
trol of American salaries from the bureaus would violate “fundamental philos- 
ophy underlying State Department organization and administration * * *” inso- 
far as the Bureau’s role is concerned. The Office of Budget and Reports dis- 
agrees with the position of the Office of Personnel and concurs with the views of 
the regional bureaus. 

On July 9 Assistant Secretary Carpenter met with Deputy Assistant Secre- 
taries Wilber and Wilson to determine a recommendation in response to Mr. 
Saltzman’s memorandum of June 30. At this meeting it was concluded that PER 
feels that the basic issue involved is not one of financial validity but rather 
one of jurisdiction and authority with respect to personnel assignments. 

In view of the Secretary’s action orders pertaining to integration, Foreign 
Service home leave, personnel records, reports and centralized inventories, and 
examination techniques, it is suggested here that the objectives of the Public 
Committee to attain a long-range system for personnel planning and career 
development can be accomplished by redefining the functions and responsibilities 
of the Office of Personnel and establishing therein proper authority to carry out 
the Public Committee’s personnel program from start to finish. 

If there is concurrence with the above suggestion, this Office will prepare a 
departmental order for Mr. Saltzman’s approval embodying an outline of re 
sponsibility for the Office of Personnel establishing its authority related to the 
following : 

(a) The Office of Personnel should be assigned authority and responsibility 
for development of methods for use of the regional bureaus in fixing the number 
and qualifications of personnel required at foreign posts. The actual develop- 
ment of the post complements and staffing patterns referred to above will be 
performed by the regional bureaus and other operating areas of the Department 
in accordance with the methods prescribed by the Office of Personnel. 

(b) The Office of Personnel shall have the final authority, with the normal 
advice and concurrence of the AAB, with respect to individual assignments of 
personnel within the scope of post complements established under (@) above. 
(This responsibility also covers the withdrawal of personnel from the field for 
training assignments. ) 

(ec) Authority to establish and supervise recruitment and training programs. 

(d) Set up improved personnel management records and statistics including 
a continuously current inventory record of personnel for use throughout the 
Department, 
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The above conclusions conform to the generally accepted principle of cen. 
tralizing those responsibilities of a service character thereby relieving the 
bureaus of details which can be performed at a central station, thus leaving 
the bureaus free to concentrate on their all-important substantive activities. 


I. W. CARPENTER, Jr. 


Juty 8, 1954. 
To: A, Mr. Carpenter, Jr. 
From: ARA, George M. Czayo. 
EUR, Herman Pollack. 
FE, Basil Capella. 
NEA, Henry H. Ford. 
Subject : Management of personnel and funds in the Department of State. 


It is our view that before decisions are made regarding specific administra- 
tive practices and procedures there should be a common understanding of the 
fundamental philosophy underlying State Department organization and admin- 
istration, and the significance of the creation of the regional bureaus to the De 
partment’s management operations. The detailed practices and procedures fol- 
low naturally from the basic concepts. It is to the basic concepts we first wish 
to address ourselves. 


I. BASIC CONCEPTS 


A. Departmental organization 


The expansion in the size of the Department and in the complexity and scope 
of its operations in the postwar years created serious management problems. 
The Hoover Commission reorganization of 1949 was the result of a businesslike 
and imaginative approach to the extremely difficult problem of the administra- 
tion of the worldwide responsibilities of the Department of State. The heart of 
that reorganization was the establishment of the regional bureaus. 

Put simply, the regional bureaus were established to divide the total foreign 
relations activities into manageable segments. The Assistant Secretaries of these 
bureaus were made responsible for the conduct and success of the State Depart- 
ment operations in their areas. Their responsibility includes not only the devel- 
opment and execution of policy and the conduct of relations with the Govern- 
ments in their areas, but also the management of the tools—money, material, and 
men—required to do the job. 

Results to date are impressive. On the policy side, the Department now 
moves more quickly and decisively. On the management side, the Department 
is unquestionably today far more sensitive and responsive to the problems of 
individual missions and posts than it was possible for it to be 5 years ago. 
Similarly, it is more capable of adapting to the varying problems in the several 
areas of the world. The missions abroad for the first time are being thought of 
by the Department in “total” terms; that is, their program, personnel, funds, 
and physical resources are all being related to each other. Concomitantly, the 
centralization of responsibility and the “total” outlook has permitted focusing of 
attention on efficiency and economy of field operations with far from perfect but, 
nevertheless, satisfying results. 

A discussion of what the Assistant Secretary’s role should be with respect 
to personnel and funds must be predicated on a premise that the philosophy 
underlying the establishment of the regional bureaus in sound. 

Accepting this basic philosophy, it is then appropriate to discuss its applica- 
bility to the problems of administering Department of State personnel overseas. 


B. Personnel management 


With respect to administration of personnel in the Department of State, the 
regional bureaus submit: 

1. To attempt to control from one central point not only policy but every 
personnel action in an organization as large as the Department of State is today, 
inevitably results in a lack of responsiveness to the staffing problems of in- 
dividual posts and even to the differences that exist among the various areas 
of the world. It forces an excessive reliance on mechanical system and routine 
regulation. It leads to the management of robots rather than men. 

2. The regional bureaus, by virtue of their responsibilities and their relation- 
ship to the missions, have become the Department’s experts in the problems 
and needs of individual posts. 
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8. The Assistant Secretary of a regional bureau or a chief of mission can 
discharge his responsibilities for policy development and the conduct of foreign 
relations only if he has an appropriate and effective voice in the staffing and 
management of personnel in his area or mission. 

4, Decentralization and delegation of authority is a simple truth of modern 
management, applied by all progressive organizations to operations of size and 
scope comparable to that of administering personnel in this Department. De- 
centralization and delegation do not imply loss of policy control or unity of 
administration which are obviously essential. 

In short, it is suggested that the Department might benefit from the ex- 
perience of other departments in Washington and the major business organiza- 
tions in the United States. An examination of the proper functions of a central 
personnel organization would reveal a different emphasis in activity than is 
currently given it by the Office of Personnel. This observation is one which 
the Wriston Committee supported in its report. It would also reveal that the 
functions which should remain with the central personnel office will comple- 
ment the functions and responsibilities which the regional bureaus should have 
in the personnel field. 

The central personnel office should set itself up properly to do those things 
which must be done centrally in the interest of the entire Department. There 
should be decentralized to the regional bureaus and to the overseas missions 
those aspects of personnel administration which their program responsibilities 
make them most capable of handling and, in fact, require that they do handle. 

The acceptance of these two basic concepts—first, the responsibility of the 
regional bureau for policy, program, and management in its area; and, second, 
the practicability and necessity of decentralization and delegation in the ad- 
ministration of personnel resources by the Department-—suggests several logical 
lines which the division of responsibility for personnel administration might 
follow. In making these suggestions, the regional bureaus are not questioning 
the career system or the general precepts governing the Department’s personnel 
overseas or the necessity for effective central controls. It is suggested, how- 
ever, that real improvement in administration of personnel would result if 
PER were to devote its major energies to the career system and the general 
precepts while leaving operations to the regional bureaus and the field missions. 
To maintain a uniform career system, it is proposed that PER should have 
action responsibility for the formulation and execution of personnel policies 
covering recruitment, career development, promotion, and assignments of per- 
sonnel between areas, classification, central records, and statistical reporting. 

Conversely, the regional bureaus should be responsible for the establish- 
ment of staffing patterns and assignments to specific positions in their posts. 
We would then place with the people responsible for substantive activities the 
decision on the assignment of a person to the performance of those activities. 


C. Financial management 

The decision on the manner of allotting and controlling the funds of the 
Department and the Foreign Service likewise flows from prior and more basic 
decisions on organizational concepts, and the resulting distribution of responsi- 
bilities for action. The distribution of funds should be such as to further the 
effectiveness of those organizational units which are responsible for achieving 
the ultimate action objectives of the Department and the Foreign Service. If 
the distribution of funds does not follow program responsibilities, the resulting 
oaremne will impede and frustrate the accomplishment of foreign policy 
objectives. 

Under the Department’s current organization, the regional bureaus are re- 
sponsible for the conduct of all foreign policy activities overseas. To facilitate 
the discharge of this responsibility, the present distribution of funds gives the 
regional bureaus control over the bulk of funds required for operations at over- 
Seas posts. This permits the requirements of the posts for personnel and funds 
to be assessed and determined as an integrated total. Thus, the American staffing 
of a post can intelligently be determined only in connection with its local em- 
ployee staffing, and its requirement for allowance and operating expense funds. 
These determinations must be made as an integrated assessment of post work- 
load and of the staff and funds necessary to discharge the workload. This 
assessment can be made best by the offices with the greatest knowledge of the 
post, and responsible for the accomplishment of the objectives which create the 
Workload. Flexibility, which results from large multipurpose allotments, is es- 
sential to the everchanging task of providing the wherewithal to conduct foreign 
relations in the world today. 
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As a logical consequence of the concept that each regional bureau is responsible 
for the total management of the posts in its area and for financing their opera- 
tion, each bureau is now responsible for both its income and its outgo of funds, 
That is, each regional bureau is responsible, under the guidance and coordina- 
tion of the central budget office, for preparing and defending the budget for its 
area and for negotiating the reimbursements for program and administrative 
support services performed by its personnel for other agencies of the Govern- 
ment. Budget justifications are submitted in terms of the program activities 
carried on by the Foreign Service. It is necessary that the offices responsible 
for the preparation of budget justifications control the allotment of funds in 
order that obligation documents will provide the information upon which a budget 
defense may be based. 

Since the regional bureaus are operationally responsible for the conduct of the 
work at the overseas posts, it follows that they should be responsible for pre- 
paring and defending the overseas budgets in terms of the workload of the posts 
and the staff and operating funds necessary to discharge that workload. Asa 
general principle, the office which is responsible for budgeting for a given type 
of expense should also be responsible for controlling that expense. 

Similarly, the responsibility for the negotiation of administrative-support 
reimbursements involves knowledge and control of the total administrative ex- 
pense of a post, including American salaries, American allowances, local salaries, 
and operating expenses. Each major agency which contracts for services from 
us and pays reimbursements in return expects to receive the calculation of a total 
administrative support bill from each country in which it operates embracing 
all four of these types of expenses. In calculating the personal services por- 
tion of the administrative support reimbursements, it is not practicable in terms 
of the relationships with the major reimbursing agencies to calculate separately 
for American salaries, American allowances, and local employee salaries. The 
reimbursing agencies contract for the performance of types of services performed 
by a combination of American and local employees, rather than for given num- 
bers of American or local employees. The calculation and negotiation of ad- 
ministrative support reimbursements for services performed cannot be disasso- 
ciated from the control of American salary, allowance, local employee, and 
operating expense obligations in their areas. 

The decentralization of financial management to the regional bureaus has 
proven effective. This decentralization has enabled the regional bureau Assistant 
Secretaries to meet the operational needs of their posts and, at the same time, 
has improved financial policy control by the Department’s central budget office. 
The budget officer of the department now effectively develops and coordinates 
the department’s budget policies and procedures without being burdened with 
the details of financing 250 posts throughout the world. This principle should 
be as effective in personnel management as it has been in budget management. 

(This statement is supplemented by an attachment at tab A entitled “Recent 
History of the Management of Foreign Service Funds.” ) 

In summary, neither funds nor personnel are an end in itself. They should 
be handled in a manner best designed to meet the substantive needs of the Depart- 
ment. Organizationally, that thesis resulted in the creation of the regional 
bureaus. Administrative logic calls for the regional bureaus to have the author- 
ity commensurate with the responsibility assigned to them. The handling of 
funds in the manner recommended by the Heller Associates, whether it will so 
result or not in providing a more effective centralized personnel system, will only 
have the effect of further removing that system from the substantive needs it 
has been created to serve. 


II, HELLER GROUP PROPOSALS 


A. Transfer to PER of American salaries 


Proposal.—The Heller report proposes that the Office of Personnel be given 
sole authority to obligate salary and allowance funds for American Foreign 
Service personnel at foreign posts or in transit, in training, or on leave. 

Regional bureau position.—The regional bureaus recommend that, except for 
continued authority in the Office of Personnel to obligate funds for American 
salaries of persons in training at formal schools or institutes or on medical or 
emergency leave (the Washington special assignments group), the regional 
bureaus should retain their present authority to obligate for American salaries 
and allowances of personnel at posts, in transit, and on leave other than medical 
or emergency. 
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onsible Reasons.—The reasons, in summary, for this regional bureau recommendation 
opera- are that: 

funds, 1. The requirements of each overseas post for staffing and funds can be deter- 
ordina- mined only as a part of an analysis of the total work of the post. 

for its 2. This workload analysis should be made by the office in the department re- 
trative sponsible for conduct of overseas activities and for balancing competing require- 
rovern- ments against available funds. 

tivities 8. The office responsible for the conduct of overseas activities and for deter- 
onsible mining post staffing and fund requirements should be responsible for obtaining 
nds in through budget defense and reimbursement negotiation the funds necessary to 
budget meet those requirements. 

4. The offices responsible for budget preparation and defense and reimburse- 
of the ment negotiation require for adequate performance of such activities the data 
or pre- flowing from their control of the budgeted expenses. 
> posts 5. The funds for overseas operations should be made available to the offices 

AS a responsible for those operations in consolidated allotment authorities and to 
n type the posts in consolidated allotments so that variations in cost levels of indi- 

vidual types of expenses may be met by shifting funds within the allotment 

upport totals. Organizational barriers should not be permitted to obstruct the flow 
ve ex- of funds from one type of expense to another as necessary to enable the accom- 
laries, plishment of assigned work contemplated in the appropriation request. 
3 from 6. The regional bureaus should continue to be held responsible for the conduct 
a total of overseas activities and, therefore, should continue to be responsible for budget 
racing formulation and execution processes which are integral to those activities, in- 
S por- cluding the management of American salary and allowance funds. 
— B. Uniform method for fixing number and qualifications of personnel 

The Proposal.—The Heller report proposes that the Office of Personnel be given 
ormed the authority and responsibility for development of methods which are to. be 
num- used and strictly adhered to by the regional bureaus in fixing the number and 
of ad- the qualifications of personnel required at all Foreign Service posts. 
sasso- Regional bureau position—The regional bureaus agree that the regional bu- 
, and reaus should be responsible for fixing the number and qualification requirements 

of positions at overseas posts and recommend that the regional bureaus jointly 

s has with PER develop the method and the format for presenting these requirements 
istant to PER. 

— C. Intransit complement 
ae Proposal.—The Heller report proposes the Office of Personnel incorporate in 
with its procedure a method for calculating and controlling the number of Foreign 
hould Service personnel in transit, in training, or on leave so that personnel deficien- 
at. cies at posts could be recognized and corrected. In other words, it was proposed 
ecent clearly to segregate personnel in the pipeline from those on active duty in the 


interests of keeping positions at posts more consistently filled. 
hould Regional bureau position—The regional bureaus believe that the department 
should not change its administrative practices to establish an expanded intransit 





apart- 
Ties complement. We believe that the department should concentrate its efforts in 
thor the field of personnel management on implementation of the desirable procedural 
ng of changes recommended by the Heller group and the Wriston Committee to im- 
ill so prove personnel placement and recordkeeping. It is our further belief that if 
only the weaknesses in our personnel management are corrected, the basic objective 
ds ‘it which the intransit complement idea attempts to meet—that of better post 
planning and control of personnel in motion—will have been achieved. 
Reasons.—The Heller report asserts that post staffing patterns are unrealistic 
since approximately one-fourth of the positions are vacant at any given time. 
The causes of absence from the post were listed and estimated without proper 
analysis. The causes of absence which the Heller report would exclude from 
riven an intransit complement (local leave, round-trip home leave and limited sick 
reign leave) and those which are already included in the Washington assignments 


complement (training, certain consultations and details, extended medical leave, 
t for and emergencies) account for the larger portion of this vacant time. The only 
factors which would be added to an intransit complement are home leave com- 


‘an ; 
a a bined with transfer and travel time while on transfer. These amount to about 
onal 10 percent of every man-year. Thus, the problem does not have the magnitude 
aries which the Heller report implies. 
ical The man-in-motion or intransit pool idea is not new. It was originally ad- 





vanced and more recently renewed in an attempt to do something about the 
disparity between personnel actually on duty at a post and the authorized post 
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complement. This disparity occurs in part from unavoidable reasons, such as 
annual and sick leave, and in part from inefficient personnel operations resulting 
in delays in selecting replacements, lack of discipline in meeting individual 
departure or arrival dates, delays in security clearances, changes of assignments 
in midtransfer. We believe the principal problem is reducing the disparity 
between on-duty and authorized strength, and not merely concealing the dis- 
parity by establishing an intransit pool. This problem can only be met by im- 
proving our procedures. Once that is done, the remaining disparity will be 
no problem because the posts, the Office of Personnel, and the regional bureaus 
can control it and plan for it. 

There are several other reasons why we believe an expansion of the intransit 
complement is not necessary or feasible: 

1. Post staffing patterns are not as unrealistic as the Heller report states, 
In setting the complement for a post, or for a particular section of a post, the 
regional bureaus whenever possible take into account—among many other 
factors—the fact that all jobs are not going to be filled every day of the year. 

2. The man-years of time required by post-to-post transfers do not constitute a 
program in themselves. They should not be administered or budgeted as a 
separate program. They are part of the cost of performing political, economic, 
consular, and administrative functions in the field, and should be administered 
as such by the regional bureaus. The concept of performance budgeting which 
the Congress and the Bureau of the Budget have prescribed requires us to budget 
this cost as a part of the field programs. We would not be reflecting proper 
field-program costs if we did otherwise. 

3. The proposal is administratively cumbersome. As an example, it would 
mean that instead of changing a transferred employee’s salary from the ARA 
to the EUR allotment, such salary would have to be changed first to an interim 
allotment of intransit funds and later to the EUR allotment. In case of an 
intraarea, transfer, the salary charge would be changed, for example, from the 
EUR allotment to the interim allotment and back again to the EUR allotment. 
The personnel actions and allotment adjustments that would result would un- 
necessarily increase the volume of administrative paperwork. 

4. The financing of an intransit complement would require the reduction of 
existing post complements. At the smaller consulates, this cannot be done. At 
all but the largest missions, this would also be difficult, for we do not staff a 
mission; we staff an Economic Section, a Political Section, etc. These sections 
often consist of but 1, 2, or 3 officers. In short, excessive reductions at large posts 
would be necessary to obtain sufficient positions to establish an intransit pool. 

[Refer to tab B for a more detailed statement of this subject. ] 


D. Standard procedure for assignment of personnel abroad 


Proposal——The Heller report proposes that authority and responsibility be 
centered in PER to develop a standard procedure for assignment of personne! to 
foreign posts. In this connection, it was recommended that PER also be given 
sole authority to obligate salary and allowance funds for American personnel 
abroad or in transit. 

Regional bureau position.—The regional bureaus agree that there is consider- 
able room for improvement in the planning and execution of placements to 
Foreign Service posts. We feel that part of this improvement lies in the defini- 
tion and standardization of the procedural steps involved in assignments abroad. 
However, the real improvement required is not procedural but rather substantive, 
i. e., better analysis of qualifications required for each position and by categories 
for all Foreign Service positions, improved techniques and judgment in assessing 
an individual’s ability, skills, and potential, and an improved matching of 
personnel resources against needs. 

We believe there is no basis in fact for associating the control of funds for 
American salaries with the improvement of overseas placement. Development 
of standardized assignment procedures and the improvement of the placement 
process can proceed with equal facility regardless of location of responsibility 
for funds. (Refer to point A for detailed discussion of the separate funds 
question.) 


E. Management inventory control system 


Proposal.—The Heller report proposes the establishment of a management 
inventory control system in PER. The recommendations constituting the man- 
agement inventory control project have, with two major exceptions, had the 
wholehearted support of the regional bureaus for years. They are, in effect, 
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a statement of highly desirable objectives which have guided regional bureau 
cooperation with PER since 1950: The deficiencies noted are essentially regional 
bureau efforts to accomplish what PER was not staffed to provide. 

Regional bureau position.—The regional bureaus endorse the MIC project with 
two exceptions: 

(a) Recommendation 2: The establishment of an in-transit or man-in-motion 
complement should not be adopted. Bureau comments on this proposal are 
contained in point C. 

(b) Recommendation 5: The obligation authority for American Foreign Serv- 
ice salaries and allowances should remain in the regional bureaus. 

With respect to the proposal that certain personnel be transferred to PER, 
we believe that the thesis set forth elsewhere in this memorandum of the 
management responsibilities of a regional assistant secretary requires that he 
have on his staff expert assistants in staffing management. 


F. Centralized authority for personnel utilization 


Proposal.—The Heller report proposes that “centralization of authority for 
utilization of personnel is essential to effective personnel management.” 

Regional bureau position.—The regional bureaus submit that this dictum is not 
true for the foreign operations of the Department of State. 

Reasons.—The special nature of the Department’s personnel operations is well 
outlined in the reports of the Wriston Committee, the Hoover Commission, and 
elsewhere. From a management point of view, the regional bureaus are pri- 
marily concerned with the employee’s immediate capacity to produce in terms 
of program requirements, but will defer, in their own future interest, to the 
career development requirements of primary concern to PER. The daily opera- 
tional compromise between career and program staffing, between the long-range 
interests of PER and the immediate need of the regional bureaus, should not be 
allowed to obscure the fact that PER’s objective is not to establish and operate 
a career personnel system in a vacuum, but to operate a system which will meet 
personnel requirements of the regional bureaus. 

Effective personnel management in the Department is not to dwell primarily 
upon the reduction of time-in-transit by some small percentage, but the develop- 
ment of employees to meet program operating requirements determined by 
regional bureau responsibilities. Efficient administration of personnel is highly 
desired by all, but some loss in efficiency would be a minor consequence compared 
to the benefits derived from decentralization of personnel utilization authority 
to the level closest to the operating requirement. No regional bureau argues 
for uncontrolled delegation of utilization authority, and all agree that improved 
guidance from PER is desirable. Within the general framework, however, the 
unit responsible for the result must have authority to utilize personnel supplied 
to produce that result. 


Jury 8, 1954. 
Memorandum for: A, Mr. Carpenter. 


Subject : Heller recommendations on personnel management. 


The Robert Heller & Associates recommendation that the “Office of Personnel 
be given sole authority to obligate salary and allowance funds for American 
Foreign Service personnel at foreign posts or in transit, in training, or on leave” 
raises the more fundamental question of the basic organization of the Depart- 
ment. The present organization of the Department, which is principally a result 
of the Hoover Commission recommendations, is based on the principle of decen- 
tralization, whereby substantive authority and the tools of administration are 
delegated to the four regional bureaus. The extension of this principle by fur- 
ther delegation of authority to the maximum extent to the missions abroad over 
personnel matters, however, has not been effected. 

The centralization of control over salaries and allowances in the Office of 
Personnel would not be in accord with this present organizational concept. Fur- 
thermore, the question as to the extent of delegation of authority on other 
personnel matters is now under study by PER, and the action taken with respect 
to salary control and other personnel matters should be consistent. 

The Heller recommendation on salary control was made in connection with 
the recommendation that authority and responsibility be centered in PER to 
develop a standard procedure for assignment of personnel to foreign posts in 
order to improve personnel assignments. Centralization of control over salary 
funds in PER, however, is not necessary for achieving this goal. Also, the other 
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recommendations made by Heller Associates on personnel matters can be carried 
out without giving PER sole authority to obligate salary and allowance funds. 

It is doubtful that there would be any significant difference in the cost of 
performing operations in the control of salary funds in PER or in the regional 
bureaus. 

The advantages of centralization of control over salary funds in PER would be: 

1. Conflicts between PER and the regional bureaus on the assignment of per- 
sonnel, because of salary rates or fund control would be eliminated. 

2. PER should be in a better position to operate a recruitment program geared 
to the availability of funds than at present. 

3. There would be greater flexibility and freedom on the assignment and trans- 
fer of personnel as between regions. 

4. Competition for American salary funds as between bureaus would be elimi- 
nated and replaced by competition for approved staffing positions. 

The disadvantages would be— 

1. The division of total available funds as between American salaries and 
allowances and all other requirements would be made on a total basis centrally 
rather than at the bureau or post level where the relative needs could better be 
weighed. 

2. Decisions in fact as to the staffing at individual posts would be made by 
PER rather than by the regional bureaus. Determination of manpower require- 
ments should be made where needs are best known. 

38. Flexibility in the management of post affairs would be limited since funds 
could not be applied on the basis of relative need. 

This office does not favor the Heller recommendation but would prefer to see 
the funds for salaries and allowances for personnel at the post controlled by the 
post, funds for personnel in transit or on leave controlled by the regional bureaus, 
and funds for personnel in training controlled by PER. 

If, as a result of this review, it is the decision that the Heller recommendation 
should be adopted, it is recommended that the change not be made at this time 
unless there are urgent and compelling reasons to do so. PER has heavy respon- 
sibilities in carrying out the Wriston report recommendations, and it would be 
preferable to withhold any other changes such as this that would place additional 
burdens on PER which might interfere with the accomplishment of the Wriston 
report recommendations. 

JOHN W. Harrison, 
Acting Director, Office of Budget and Reports. 


JuLy 8, 1954. 
Memorandum for Mr. Carpenter. 
Through: Mr. Wilber. 
Subject: Hoover Commission recommendations on administrative authority of 
regional bureaus. 

The Department’s four regional bureaus were established in 1949 on the 
basis of the recommendations of the original Hoover Commission. The Foreign 
Affairs Report of the Hoover Commission contains several pertinent sections 
regarding the decentralization of administrative authority to the regional bureaus 
under the Hoover Commission’s concept of how the Department should be or- 
ganized. Consideration of the Heller and Wriston recommendations regarding 
the centralization or decentralization of authority for handling salary funds 
for American employees overseas raises some of these same questions. 

In considering the division of responsibility between the centralized Office of 
Personnel and the decentralized regional bureaus regarding control of Foreign 
Service salary funds, I thought the original language of the Hoover Commis- 
sion report might be helpful. 

“* * * the Deputy Under Secretary for Administration should delegate to 
them (the four regional Assistant Secretaries) adequate tools of administration 
with which to meet the needs of these missions. While the Deputy Under Secre- 
tary on the administrative side must at all times retain firm control over the 
determination and carrying out of administrative policies, particularly with 
respect to inspections, much of the day-to-day work in connection with person- 
nel administration, organizational planning, budgeting, and other matters with 
respect to overseas and other missions can be more efficiently performed on a 
decentralized basis in the action units.” 

The Hoover Commission Task Force Report on Foreign Affairs also included 
the following section: 
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“The Secretary of State should retain top-level policy control of the tools of 
administration, but should decentralize the actual utilization of these tools to 
the operational level insofar as possible. 

“The delegation of substantive authority to the four regional Assistant Sec- 
retaries * * * requires that these officers have the necessary tools of adminis- 
tration with which to carry on their work with respect to missions overseas 
and at international organizations. This is particularly true in the case of 
regional Assistant Secretaries, each of whom should be responsible within the 
policies established by the Deputy Under Secretary on the administrative side 
for organizational planning, personnel administration, budgetary, and other 
matters. 

“The Deputy Under Secretary on the administrative side would have under 
him various units responsible for organization, personnel, budget, and other 
managerial and housekeeping functions. Each of the regional Assistant Secre- 
taries would have corresponding units under his direct control to serve the over- 
seas missions. The-units under the Deputy Under Secretary for Administration 
should provide policy guidance to the decentralized units on the regional side, 
should be responsible for coordinating overall policies and administration for 
the State Department as a whole, and should assume direct responsibility for 
all administrative matters for the Department and for overseas phases of ad- 
ministration for which decentralized administration is not advisable.” 


Donovan Q. Zook. 


DEPARTMENT OF STATE, 
UNDER SECRETARY FOR ADMINISTRATION, 
August 26, 1954. 

Memorandum for: A, Mr. Carpenter. 

EUR, Mr. Merchant. 

NEA, Mr. Byroade. 

ARA, Mr. Holland. 

FE, Mr. Robertson. 
Subject: Personnel functions. 

As a result of their studies of State Department personnel operations, Robert 
Heller & Associates recommended certain changes in the assignment of personnel 
responsibilities within the Department as well as the modification or further 
development of certain planning and control devices within the field of personnel. 

Careful consideration has been given to these recommendations by the regional 
bureaus, the Office of Personnel, Mr. Carpenter, and myself. I have decided that 
certain of these recommendations will assist us in the improvement of our 
personnel system and should be adopted. At the same time, I have come to the 
conclusion that the control of funds for Foreign Service salaries and allowances 
should remain in the regional bureaus, associated with the general responsibility 
of the bureaus for the management of overseas operations, rather than being 
transferred to the Office of Personnel. 

Actually, none of the recommendations which are being approved vest any new 
responsibilities in the Office of Personnel. However, they tend to clarify certain 
present responsibilities and to direct the intensification of certain PER activities 
Which have been weakened in past practice through the adoption of divergent 
practices in the various areas of the Department and inadequate recognition of 
the responsibility and authority of the Office of Personnel. These matters are 
as follows: 

1. The responsibility of the Office of Personnel for the assignment of American 
Foreign Service personnel, with the advice of the Appointments and Assignments 
Board, should be clearly recognized. PER should advise with the regional 
bureaus concerned in all such assignments and should make all reasonable efforts 
to meet the needs of the bureaus. However, there should be no question of the 
authority of the Office of Personnel to make the decisions on such assignments. 

2. The regional bureaus will retain responsibility for the maintenance of firm 
Dost complements at Foreign Service posts within the limitations of funds 
available. However, in the interest of improved personnel management the 
Office of Personnel will develop an adequate and standard classification system 
for all Foreign Service positions and standard methods for describing types of 
Overseas posts and components thereof. A uniform system of reporting post 
Staffing patterns, in terms of these standard methods, will be established and 
maintained on a current basis by the bureaus to facilitate consolidation of this 
information on a departmentwide basis by the Office of Personnel. The inventory 
of positions thus developed, when taken in conjunction with a suitable inventory 
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of available personnel which the Office of Personnel is expected to maintain, wil] 
enable that Office to develop sound recruitment, training, assignment, and promo- 
tion programs. 

3. The regional bureaus will be expected to reserve funds adequate to finance 
their staffing patterns as agreed with the Office of Personnel. In order to enable 
more adequate control of salary funds by the regional bureaus under the super. 
vision of the Office of Budget and Reports, the Office of Personnel will provide for 
the prior validation of contemplated salary obligations by the bureau affected, 
The latter measure is intended solely to assure that funds will not be over- 
obligated and is not to be utilized as a direct or indirect means of modifying the 
definition of authority as described in (1) above. a 

CHar.es BE. SALTZMAN, 

The Cuairman. Now, do I understand that is dated on or about 
July 12? 

Mr. Carpenter. Yes, sir. 

The Cuatrman. So you would be in there a little more than 2 weeks! 

Mr. Carpenter. That is right. It was responsive to the deadline 
date he gave me. 

The Cuarrman. Oh, he gave you a deadline date? 

Mr. Carpenter. Yes. 

The Cuarrman. You know, he really did expect you to produce 
some action. I don’t know whether I would want to work for him or 
not. [Laughter. ] 

Mr. Carpenter. I am not saying how much he got on July 12, but 
he got a report dated July 12. 

Mr. Mountain. Mr. Carpenter, was the nature of the problem about 
American salaries whether they should be controlled centrally by the 
Office of Personnel or left, as they then were in the general control 
of the geographic bureaus ? 

Mr. Carpenter. Yes, sir. 

Mr. Mountarn. Is the substance of your report on July 12 to Mr. 
Saltzman a statement that you found some difference of opinion 
between the position taken by some of your staff people on this sub- 
ject and the position taken by the geographic a 

Mr. Carrenter. I found as many differences of opinion as there 
were people. 

The Cuarrman. That was very helpful. 

Mr. Carpenter. That was helpful to me; yes. 

Mr. Mounratrn. In substance, does your July 12 letter present Mr. 
Saltzman with three possible lines of action based on the opinions 
of the people with whom you checked ? 

Mr. Carpenter. You say three lines of action ? 

Mr. Mounratn. I believe it was three, Mr. Carpenter. You might 
correct me on that, if I am wrong. 

Mr. Carpenter. There are four here. 

Mr. Mountain. Well, for the moment, since we will have that in 
the record anyhow, did you present him alternatives, alternative lines 
of action ? 
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Mr. Carpenter. Yes; and I would like to just say this: That com- 
ing into the Department, and not having the experience to give what 
[ felt was a considered opinion, a real opinion based on the experi- 
ence, I approached this with a good deal of hesitation, frankly, and 
I couldn’t get the answer in that length of time, and I don’t know 
that I have it today. 

Mr. Harpy. I can understand how you would have a difficult time 
reaching a decision on a difficult and important problem like that in 
less than 2 weeks. 

Mr. CARPENTER. Yes. 

Frankly, opinions were so strong between the men that were close 
to me—I said to them at one time, “You fellows go into this room 
and get together and bring in a recommendation that you can sup- 
port, both of you.” And they said to me, “That is just like asking 
us to go into that room and change our religions.” 

The Cuarrman. Well, couldn’t you just have taken one of them and 
let him do it for you ? 

Mr. Carrenter. No, sir. I put it up to Mr. Saltzman in about those 
terms, and I said I wasn’t able to—I wasn’t ready at this time to pull 
away that authority from the regional bureaus. I did not want to 
do that. 

The Cuairman. Well, in effect, you had decided with one of them, 
then. 

Mr. CarrENTER. Well, in effect, I decided with the regional bureaus 
for the time being, until more information could be developed. 

Mr. Mountain. Was the tenor of your comments to Mr. Saltzman 
that a decision should be deferred or that the problem could not be 
decided as of this time ? 

Mr. Carpenter. I didn’t get the question, excuse me. 

Mr. Mountain. Was it the general tenor of your report of July 12 
to Mr. Saltzman, that you did not think the time was ripe for deciding 
this particular matter ? 

Mr. Carpenter. That is right. 

| Mr. Mounta1n. What action did Mr. Saltzman take subsequent to 
this? 

Mr. Carpenter. He issued a decision on August 26. 

Mr. Mountain. And the nature of his decision was what ? 

Mr. Carrenter. I will have to read it to you. 

The CuHatrman. Well, before you do, let me raise this one question : 
Had you submitted another report pursuant to his August 3 memo- 
randum before he reached his decision ? 

Mr. Carpenter. No, sir; I didn’t get that out until December. 

The CHarrman. I see. Go ahead. 

Mr. Carpenter. This is a memorandum from Mr. Saltzman, ad- 
dressed to Mr. Carpenter, Mr. Merchant, Mr. Byroade, Mr. Holland, 
and Mr. Robertson. Those are the regional bureau assistant secre- 
taries, and myself. [Reading:] 

As a result of their studies of State Department personnel operations, Robert 
Heller & Associates recommended certain change in the assignment of personnel 
responsibilities within the Department as well as the modification or further 
development of certain planning and control devices within the field of per- 
sonnel. Careful consideration has been given to these recommendations by the 


regional bureaus, the Office of Personnel, Mr. Carpenter, and myself. I have 
decided that certain of these recommendations will assist us in the improvement 
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of our personnel system and should be adopted. At the same time, I have come 
to the conclusion that the control of funds for Foreign Service salaries and allow. 
ances should remain in the regional bureaus associated with the general responsi- 
bility of the bureaus for the management of overseas operations rather than 
being transferred to the Office of Personnel. 

(The document quoted from will be found on p. 217.) 

Mr. Mounrtarn. In effect, then, Mr. Saltzman decided on one of 
the alternatives which you presented to him ? 

Mr. Carpenter. Yes. 

Mr. Mounrarn. At the time you first discussed the Heller report 
with Mr. Saltzman, did you ask him for instructions as to what he 
wanted you to do about it ? 

Mr. Carpenter. I believe so. Are you talking about the August 
instruction ? 

Mr. Mountain. No; any earlier instruction. 

Mr. Carpenter. I think I said we ought to get into it and look at 
it thoroughly. Here was a reputable concern coming into the Depart- 
ment and making suggestions, and I said I would like the job of look- 
ing into it. 

Mr. Mountarn. Did you recommend that the copies of the report, 
and any communications about it, be consigned to your custody ? 

Mr. Carrenter. That is right. 

Mr. Mountain. Will you tell us why that was desirable, in your 
view ? 

Mr. Carpenter. Well, because of the assignment, I felt that I should 
gather all the material together, see where it was, and assume direct 
control of everything. I didn’t want copies floating around for the 
time being, until I had a chance to study it, and so I brought them all 
together. 

Mr. Mountarn. How did you arrange to have communications ad- 
dressed—about the Heller report—come to your attention ? 

Mr. Carrenter. In my staff meeting, I told my boys of the assign- 
ment, and that if we got inquiries about it, I would appreciate having 
them directed to me. 

Mr. Mounratn. You have a system within your message center 
whereby this thing can be handled ? 

Mr. Carpenter. I believe all the reports were sent up to the message 
center and instructions were issued not to release any without an O. K. 
from my office. 

Mr. Mounrarn. Did that instruction apply to further communica- 
tions that might come in on the Heller report ? 

Mr. Carpenter. It only referred to the Heller report, itself. 

Mr. Mountain. Yes, sir, or any communication from any source 
about the Heller report ? 

Mr. Carpenter. Yes. I wanted to know all that there was to know 
about it. I couldn’t assume control of the job and have half-a-dozen 
other people getting into the act. I am speaking rather bluntly. | 

Mr. Mountain. If I can go back for a moment, Mr. Carpenter, in 
connection with the men who found it difficult to “change their re- 
ligion” about this American salary business, can you tell us what 
people were involved? Ithink you referred to two. 

Mr. Carpenter. Yes. Mr. Wilber, Deputy Assistant Secretary, 
and Mr. George Wilson, Deputy Assistant Secretary for Personnel. 

The CuarrMan. They didn’t agree? 

Mr. Carrenter. No, sir. 
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Mr. Mounta1n. What was the basis of their disagreement? 

Mr. Carrenter. As I recall it, and maybe you can ask them when 
they appear later for confirmation, but as I recall, Mr. Wilson’s posi- 
tion was the same as the Heller report, and Mr. Wilber felt that the 
control of salary money, if it was taken from the bureaus, should be 
in my office or in the Budget Office. 

Mr. Mounrarn. Mr. Wilber and Mr. Wilson agreed that it should 
be centralized, but there was a difference of opinion in whose hands 
the centralized control should be placed; is that it, as you recall it? 

Mr. Carpenter. At that time, I am not sure that Mr. Wilber’s phi- 
losophy went quite that far. Since that time he has come to that 
yosition. 

The CuHarrman. At that time, you were Assistant Secretary of State 
for Administration ? 

Mr. CarPENTER. Yes, sir. 

The Caarrman. And you had the combined job, Controller’s job, 
along with the personnel job? 

Mr. CARPENTER. Yes. 

The CuarrmMan. Well, now, at that time, was there included in your 
direct responsibility all of these items which come down under the 
Controller box ¢ 

Mr. Carpenter. Yes, sir, exactly. 

The Cuatrman. I understood you to say Mr. Wilber was Deputy 
Assistant Secretary ? 

Mr. Carpenter. Yes, sir. 

The CuHarrman. And he was your deputy ? 

Mr. CarpPenterR. Yes, sir. 

The Coarrman. And that Mr. Wilson was also a Deputy Assistant 
Secretary ? 

Mr, CARPENTER. Yes. 

The CuHatrrMan. So those two gentlemen had the same status? 

Mr. CARPENTER. Except that Mr. Wilber is No. 2 man in the area. 
When I am out of town he acts for me. 

The CHatrmMan. Mr. Wilber was the No. 2 man? 

Mr. Carpenter. Yes, sir. That was in existence when I came there, 
and I carried that relationship on. 

The CHatrmMan. Well, now, under your present arrangement, since 
you are no longer Assistant Secretary, what is the title of your budget 
officer and your personnel man? 

Mr. Carpenter. Mr. Wilber is Deputy Controller and Budget Of- 
ficer. Mr. Wilson is Assistant Controller for Personnel, and Mr. 
Estes is Assistant Controller for Operations. 

The Cuatrman. So these men lost their Deputy Assistant Secretary 
titles, too ? 

Mr. Carpenter. Yes, sir; they went down with me. [ Laughter. | 

Mr. Mounrarn. Mr. Carpenter, what action did you take upon re- 
ceipt of the August 3 instructions from Mr. Saltzman to reexamine 
the Heller report ? 

Mr. Carpenter. Well, I was leaving for overseas on August 17. 
Y was scheduled to return September 10. I wanted to get the show 
on the road during my absence. I started by asking Foreign Service 
Officer Harlan Clark, who had just come into the Department from 
Damascus, to bring together all the facts he could while I was away, 
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and to substantially be responsive to this memorandum of Mr. Saltz- 
man, particularly as to the savings. I wanted him to collect that data. 

Mr. Mounrarn. Mr. Clark was not to review the entire report but 
to concentrate on those areas where dollar savings were indicated ? 

Mr. Carpenter. Yes. But in doing so, he had to get into a lot of 
phases of the report. 

Mr. Mounrary. Yon, Mr. Carpenter, wrote a formal reply in a 
memorandum to Mr. Saltzman, dated August 6, 1954, did you not? 

Mr. Carpenter. Yes. 

Mr. Mounrarn. Mr. Chairman, I would like permission to introduce 
that document into the record. 


The Cuamman. Without objection. 
Avucust 6, 1954. 
MEMORANDUM FOR MR. SALTZMAN 


Referring to your memorandum of August 8, requesting that the Heller report 
be reviewed and that specific recommendations pertaining to the Heller pro- 
posals be made to you, I wish to report as follows: 

1. The first step carrying out your instructions has been to make arrange- 
ments for a series of interviews with officials of Robert Heller & Associates, 
beginning Monday morning at 11 a. m. with Mr. Hamilton W. Wright. Mr. 
Wright is the member of the firm who signed the letter of May 15, 1954, trans- 
mitting the report. 

2. In my preliminary studies of the Heller report with State Department 
personnel in the A area, there is a noticeable feeling that Heller Associates 
have been unfair in some of their comments about Department activities and 
did not base their conclusions on all the facts available. In the review which 
I am instituting I have an open mind on all these controversial points, and will 
assign to this study those assistants in this office who can maintain an inde- 


pendent attitude. 

3. The contract for the management survey with Heller was dated August 19, 
1954, and supplemented by an agreement dated November 30, and the final report 
is dated May 15, 1954. The investigation, therefore, covered a period of 9 months. 
To make the investigation which you have requested in a thorough manner and 
to arrive at the recommendations you requested, I should like ample time for 
this study. This was mentioned to you in one of my recent early morning con- 
ferences and you concurred. 

I. W. CARPENTER, Jr. 

Mr. Mountain. Your August 6 memorandum says that you have 
an open mind on all of these controversial points; is that correct 

Mr. Carpenter. That is correct; and I thought that was very neces- 
sary in the assignment of any part of this investigation, and that is 
one reason why I selected Harlan Clark. 

Mr. Mountain. I believe, based on your memorandum, it was your 
purpose from the outset to hold a series of interviews with repre- 
sentatives of the Heller firm; is that right ? 

Mr. Carrenter. That is right. And I thought that was the first 
thing I ought to do. 

The Cuatrman. I am trying to get my thinking together on this 
set of circumstances that transpired here. It looks as though you 
found yourself right in the middle of quite a dispute between your 
subordinates. 

Mr. Carpenter. That is right. 

The Cuarrman. Some favored the report, and some were opposed 
to it; is that a correct statement ? 

Mr. CARPENTER. Yes. 

The Cuarrman. We have specific mention of 2 individuals, Wilson 
and Wilber, 1 on 1 side, and 1 on the other. 
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Now, was there a similar division of opinion on other points of the 
report ¢ 

Mr. Carpenter. This particular controversy was on one subject, 
the salaries. 

The Cuarrman. Was that the only point at which they disagreed? 

Mr. Carrenter. At that point. I don’t think I canvassed them 
for other opinions. [Laughter]. 

The Cuatrman. Well, did you find that there was equal division of 
opinion among other subordinates with other recommendations in 
the Heller report ! 

Mr. Carpenter. Mr. Chairman, I think I said that when I noticed 
this general opinion, I didn’t want to expose myself to the pros and 
cons. Therefore, I remained clear of it. 

The CuatrmMan. So we do understand there was a general division 
of thought ? 

Mr. Carpenter. Probably so. I can’t pinpoint it, however. 

The CuairMan. That is all right. It was your reaction that there 
was a general disagreement within your shop about this? 

Mr. Carpenter. There was a controversy. I think I heard Mr. 
Elmendorf say to this committee that he never won any popularity 
contest in his work. 

The CuarrmMan. Here is the question that is running through my 
mind: If there was disagreement among your people as to the pro- 
priety of it, that is one thing. If there was general disagreement 
among them that the Heller report ought not to be given any con- 
sideration, that is still ee 

Mr. Carpenter. Oh, no, I didn’t get that impression. If I under- 
stand correctly, what you are saying is that there was a concerted 
action against the whole report—— 

The Cuarrman. No; I am merely trying to see if I can get the gen- 
eral feeling of this situation and trying to see why, if there was so 
much controvery and so much division of thought and disagreement 
within yous shop about the report, why you didn’t just put it on the 
shelf and forget it? 

Mr. Carpenter. Well, I don’t think that is facing up to responsi- 
bility. It wouldn’t be a proper action. I feel—— 

The Cuairman. Surely, there were people over there who would 
like to have seen that done. 

Mr. Carpenter. I had no such reaction, but it could be, as you said. 
I don’t know of any. 

The Cuarrman. Mr. Reece, I don’t know how your thinking is run- 
ning along these lines, but here is a contract management survey can- 
celed before it was concluded. Based on Mr. Morton's testimony this 
morning, it probably outlived its usefulness, and they felt it was time 
to get rid of it. They come in with a report, and that report is very 
restricted in its distribution. There are only 8 or 10. ‘opies, at the most, 
sent around, so only a very few people know what is in the thing, and 
it provokes so much controve rsy that one of the first orders of vod 
ness of the new Under Secretary for Administration is for Mr. yar- 
penter to review this thing. He gives — a deadline of 2 weeks. 

Mr. Carpenter. On one subject only, 

The Cuarrman. That is right. 

Mr. Carpenter. I had plenty of time on the other. 

The Cuarrman. On the other, he left it open? 
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Mr. Carpenter. Yes; he left it wide open. In fact, the record will 
show I asked for plenty of time when he gave me the assignment. 

Mr. Reece. I didn’t construe Mr. Morton’s testimony to be that he 
didn’t think thi at Heller & Associates hadn’t accomplished something 
during the study, but thought they had concluded their work, or sub- 
stantially so. 

The CHarrMaANn. Just outlived their usefulness was about the size 
of it. 

Mr. Reece. But he did not mean they might not have performed a 
useful service. I agree with that. I didn’t mean to infer that he 
thought there was no value to what they had done. 

Mr. Mountain. Your memorandum of August 6 to Mr. Saltzman, 
Mr. Carpenter, goes on to say you will assign to this study those assist- 
ants In your offic e who can maintain an independent attitude. 

Mr. Carpenter, Yes. 

The CuHarrman, Did you have anyone like that ? 

Mr. Carpenter, Mr. Clark, from Damascus; yes, sir. He had a 
knowledge of the Foreign Service. 

The Cuamman. He had a knowledge of the Foreign Service, but 
didn’t evidence a prejudice in favor of the regional bureaus? I would 
be suspicious that he did, after coming in at that time. 

Mr. Carpenter. I didn’t feel he had any favorite viewpoint. 

The Cuamrman. That was a key 1 issue, wasn’t it? 

Mr. Carpenter. One of the 38 issues, T think, 

Mr. Mounratn. You have stated that Mr. Clark’s principal assign- 
ment was to review those mechanical aspects of the Heller report 
which had resulted in dollar savings; is that substantially correct ? 

Mr. Carpenter. Yes, and make a brief scoreboard for me. 

Mr: Mountain. In that area of Heller’s recommendations ? 

Mr. CarrENTER. Yes. 

Mr. Mountain. While members of your staff undertook the review 
on your behalf in such areas as personnel, budget, operating facili- 
ties, and 

Mr. Carrventer. Iam afraid I did that. I don’t remember assigning 
anybody. 

Mr. Mountain. You did the entire review? 

Mr. Carpenter. Well, on the personnel. When I say “entire re- 
view,” I would say it was a joint study. We would have a group of— 
we would have Wilson in, Wilber in, Hammond in, we would have 
Harlan Clark in, aud we would talk these things over together. We 
agreed to sections and would discuss it. 

Bear in mind, I was new in the Department and I had other things 
to do, too, to learn my job. 

Mr. Mounrarn. That is precisely the point we wanted to bring out 
and understand. You would have to depend for this review on your 
staff assistants who were there and had knowledge in the field. 

Mr. Carpenter. Certainly. 

The CHarrman. You would be lucky to have somebody like that. 

Mr. Mounrarn. It is true, however, is it not, that it was the opera- 
tions of these very people on ‘whom you had to depend that were being 
criticized by the Heller report ? 

Mr. Carpenter. Some of them; yes. 

Mr. Mountarn. Well, specifically, in the areas of controllership 
functions, budget 
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Mr. Carpenter. That is right; Wilber was there. 

Mr. Mountarn. And you felt these people could maintain what you 
would characterize as an independent attitude on it? 

Mr. Carrenter. Well, whether they could or couldn’t, they were 
there, and I used them. 

Mr. Reece. May I interject: I would assume, Mr. Carpenter, that 
was the reason that you assumed more or less the responsibility to 
head up that phase of the study, and in your conferences which 
brought out the views of these different people that might be preju- 
diced on one side or the other, that you had the conference for the 
purpose of getting their views, and then it became your responsibility 
to evaluate the views of these various people and evaluate the extent 
to which they might be influenced. 

The CuHatrMAN. What you mean is, after Wilber read the Heller 
document, and commented on it, Mr. Carpenter would have to go down 
and discount a certain percent of his comments. [Laughter. | 

Mr. Carpenter. Seriously, these men are dedicated people and I 
have a great respect for them. 

The CHarrMAN. Well, that is not the issue at all. 

Mr. CarPenTER. I would like to have it show on the record, I appre- 
ciate their past activities. You can appreciate my position in coming 
in there like that. 

The CuHatrMan. I can see where you were in a rough situation. 
You were the only one in that whole section that really had an open 
mind and wasn’t bound by conditions that you had been experiencing 
over a period of time. 

Mr. Carpenter. I felt that was valuable, and I wanted to maintain 
that position. 

The CHatrrMan. That is right. But the only people you could 
really rely on to help you develop the facts were those who were 
prejudiced. 

Mr. Carpenter. When you say “prejudiced,” it assumes they came 
to the opinion without due consideration. 

The CuatrMaNn. No; I don’t mean by that, necessarily that they did 
not give it due consideration. A fellow can get prejudiced over a long 
period of years. Maybe you don’t like the word “prejudiced,” but it 
means the same thing to me. 

Mr. Reece. May we go off the record a moment ? 

The CuarrMan. Certainly. 

(Whereupon, an off-the-record discussion was had, after which the 
following proceedings were had, to wit :) 

Mr. Mounrarn. In the process of evaluating the Heller report 
which was the work you were undertaking in response to Mr, Saltz- 
man’s directive, you had contemplated some interviews with the Heller 
people. Did you hold such interviews ? 

Mr. Carpenter. That is right. At any rate, I wrote them that if 
they could get down on their own expense account, I would like to visit 
with them. We did not have any funds to pay any more fees, and 
they were very nice about it. They said they would make themselves 
available at any time. 

Mr. Mounratn. What was the purpose that you had in mind in 
wanting to see the Heller people ? 
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Mr. Carpenter. I wanted to get acquainted with them, with their 
ideas in general, their view point on certain of the Heller comments 
and try to start for ming some opinions of my own. I think you can 
read a document and get one meaning out of it and you can talk to the 
people that wrote it and get the facts behind it. 

Mr. Mounratn. I believe your first interview with them was held 
on August 9? 

Mr. Carrenter. On August 9, Mr. Wright came to Washington. 

Mr. Mounrain. What was covered in that interview ? 

Mr. Carpenter. Well, let’s see. On August 9, 1 met with Mr, 
Wright at 11 o’clock in my office. Harlan Clark was present for the 
reason that his special assignment was to carry on while I was over- 
seas. I asked Mr. Wright “if there had been any controversy or re- 
sistance to implementation of recommendations. He said there were. 
I cannot repeat all of the conversations. 

Mr. Harpy. That is quite all right. You have a memorandum that 
you wrote after your interview? 

Mr. Carpenter. No. I wrote this this morning from my memory 
after talking with your staff last evening. 

Mr. Harpy. All right. 

Mr. CarPEeNTER. May I read this? 

Mr. Harpy. If you will. Fine; if that is your recollection. 

Mr. Carrenter. That is my recollection. 

Mr. Harpy. Fine. 

Mr. Carpenter. He said there were present the normal] tendencies 
to resist changes and establish procedures, and that his organization 
never won any y populari ity contests in this work. Then followed a gen: 
eral discussion, the details of which I do not recall but included what 
I believe was mentioned in Mr. Wright’s testimony here before the 
committee, which you heard. He mentioned the personnel manage- 
ment survey report. He said there was not a reliable personnel in- 
ventory list available. He felt the drawing up of such an inventory 
was most important and should be undert: aken and indicated probably 
it would take 1 to 3 years to implement the entire program ‘satisfac- 
torily. I mentioned to him their recommendation about Under Sec- 
retary for Administration, whereas I felt a Deputy Under Secretary 
could be properly substituted. Mr. Wright implied that he felt the 
Deputy Under Secretary plan would work if the man appointed had 
the complete confidence of his superiors. 

I think those are the main subjects that I discussed with him and 
he spent the rest of the time with Mr. Clark. 

Mr. Mounrarn. Did you in this interview explore with Mr. Wright 
the extent to which Heller was at that time prepared to withdraw 
from positions they had taken in their written report ? 

Mr. Carpenter. Withdraw ? 

Mr. Mounratn. Did you ask them whether they would now modify 
any of the statements that were made? 

Mr. Carpenter. I think I asked them; yes. I said, “If you were 
coming in today to write this report, would you write the same report 
today % ® J think that was the question I asked them. The answer to 
that was, as I recall it, given a different set of circumstances, they 
would have to come in and study it. They could not answer that 
question, but they did recognize the fact there were new people in new 
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jobs; new programs going forward, and they would have to adjust 
any report to whatever the current conditions were. 

Mr. Mountain. Did you particularly explore his findings on the 
controllership in budget questions? 

Mr. Carpenter. I think that came more with Mr. Elmendorf. The 
next visit we had was on the 16th, when Mr. Elmendorf came over. 
He had been sick, I think, when I originally wrote and he came in on 
the 16th. Do you want me to relate that? 

Mr. Mountam. I would like to ask you, Mr. Carpenter, if you had 
requested Mr. Elmendorf to come over. 

Mr. Carpenter. I believe I did. I had not met him. Mr. Wright 
was the job superintendent, and Mr. Elmendorf was vice president 
in charge of the project. I wanted to meet them both. 

Mr. Mountain. Was it for additional questions which Mr. Wright 
had not been able to answer for you? 

Mr. Carpenter. No; just my general interest in meeting the Heller 
organization. 

Mr. Mounrtatn. So that essentially, all the purposes you had in 
mind, other than meeting the people, had been served by the first 
interview with Mr. Wright? 

Mr. CarPENTER. I would not say so because I had not met Elmen- 
dorf yet. 

Mr. Harpy. When did Elmendorf come down? On the 16th? 

Mr. CaRpeNnTER. Yes, sir; he came on the 16th of September. 

Mr. Harpy. What kind of a discussion did you have with him? 

Mr. CarrPENTER. My memory of it is something like this: He was 
there from 11:30 to 2 o’clock. We had lunch together. We viewed 
a great many phases of the report. He expressed himself as a strong 
advocate of money control, the office which I occupied, as compared 
with the regional bureau control. 

Then he intimated that he was going to testify before, I believe, 
the Hoover Commission on Commerce attaché matters and that he 
would be back again and would drop in I think, on the 22d. He did 
so and we discussed things generally. We went into quite some detail 
on about my activities in connection with the Depatment of Com- 
merce agreement which we were working on. 

Mr. Mountarn. That was in connection with implementing this? 

Mr. Harpy. At the time of this meeting, you had not written any 
progress report on the Heller report ? 

Mr. Carpenter. No, sir. 

Mr. Mountarn. You mentioned, Mr. Carpenter, that you asked Mr. 
Wright if, in view of the changes which had been made, he would 
now write the same report. What was the nature of the changes 
you were referring to? 

Mr. Carpenter. I asked Mr. Wright if, in view of the new organi- 
zation—the new organization being established in the Department— 
including Mr. Hoover as Under Secretary to replace General Smith, 
and Mr. Saltzman as occupying a position of Under Secretary for 
Administration, who in turn would be succeeded by someone else 
after the first of the year, and myself, if he would change the report. 

Mr. Mountain. In your meeting with the Heller people, did you 
earn that Heller had retained some copies of their report in their 
ome ¢ 
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Mr. Carpenter. Yes. They had some 10 or 12 surplus reports at 
their office in Cleveland. I asked them to send them along. 

Mr. Mounrarn. What was your reason for asking for them? 

Mr. Carpenter. Well, in the first place, they were the property of 
the Department, and in the second place, I did not know but what 
we would have need for them. In any general circulation, we wanted 
them all on hand. They were costly to reproduce and I thought we 
ought to have them. 

Mr. Mountain. What did you do with them when they were re- 
ceived ? 

Mr. Carrenter. Put them all in the message center. 

_ Mountain. Along with the other several copies not distrib- 
uted ? 

Mr. Carpenter. Along with the other copies. 

Mr. Harpy. I thought you gathered up the copies that had been 
distributed, and had gotten them all back in the message center, had 
you not? 

Mr. Carpenter. No, sir; not at that time. I brought them all back 
and put my progress report in later. 

Mr. Harpy. I see. Then redistributed them ? 

Mr. Carrenter. Then redistributed them; yes, sir. 

Mr. Mountain. These interviews with the Heller firm were part 
of your effort to establish the validity of the findings of that report! 

Mr. Carrenter. That is right. 

Mr. Mounrarn. To what extent did these interviews establish, in 
your mind, the validity of the Heller reports? 

Mr. Carpenter. Well, I was very much impressed by the indi- 


viduals. You read a record like that, and I think it is always help- 
ful to meet and talk with the people who wrote it; and from that 
angle, I received many benefits. 

Mr. Mounrarn. ps taney on the point of evaluating the validity 


of their comments about the operations within the Department, did 
you reach any conclusions as the result of those interviews? 

Mr. Carpenter. No; not at that time. I was still maintaining an 
independent attitude. I was not going to be influenced by my own 
people. I was not going to be influenced by others, but I wanted to 
at least make contact with both. 

Mr. Mounrarn. Did you find in those interviews anything which 
led you to believe that the report was erroneous ? 

Mr. Carrenter. No. 

Mr. Mountain. Or did the Heller representatives in any way dis- 
avow the conclusions that they had reached ? 

Mr. Carrenter. No; I did not expect them to. 

Mr. Harpy. You just asked them to see if you could get any kind 
of a denial or a refusal ? 

Mr. Carpenter. I don’t get that point. Maybe I missed that point 
there. 

Mr. Harpy. I understood you to say that when you suggested that 
they change their report, you did not expect them to answer affirma- 
tively ? 

Mi. Carpenter. I did not suggest they change their report, sir. 
I was talking about, would they write the same report under today’s 
conditions that they wrote in 1953, with this changed management 
team. 
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Mr. Harpy. Of course, now, they didn’t know how that manage- 
ment team was going to perform. 

Mr. CarPENTER. That is what they answered. 

Mr. Mountarn. So, substantively, they said, without further infor- 
mation, they had no basis for changing their report ? 

Mr. Carpenter. That was the only obvious answer they could give. 

Mr. Mounta1n. On the basis of these interviews and discussions 
with members of your staff, did you prepare a report on the results 
of your study ? 

Mr. CarPeNnTER. Yes, sir. 

Mr. Movunrarn. I will hand you this document entitled “Comments 
on Management Survey Report of May 15, 1954,” by Robert Heller & 
Associates, prepared by Assistant Secretary I. W. Carpenter, Jr. Is 
this a copy of the report that you submitted ? 

Mr. Carpenter. Yes, sir. Bear in mind that on January 11 I was 
still Assistant Secretary. 

Mr. Harpy. Yes. You had not been demoted yet. 

We will make that a part of the record unless there is objection. 
We will make that an exhibit in the appendix. 

(The document referred to will be found in the appendix as exhibit 
C, p. 404.) 

Mr. Mountain. Mr. Carpenter, this copy dated January 11, 1955, 1s 
a revision of an earlier version submitted to Mr. Saltzman on Decem- 
ber 1, 1954; is that correct ? 

Mr. Carpenter. Yes, sir. 

Mr. Mounratn. And substantially, the differences between the two 
take into account certain later changes which had been made in im- 
plementation of recommendations? 

Mr. Carpenter. That is right. 

Mr. Harpy. Do we have a copy of the earlier version also? 

Mr. Mountatn. No, sir. We do not. 

Mr. Carpenter. Here is one for you, sir. 

Mr. Harpy. Fine. Just in order that we may keep these stages in 
proper perspective. 

Mr. Cuavaieran. Yes, sir. 

(The document referred to will be found in the appendix as exhibit 
D, p. 436.) 

Mr. Mountatn. When you submitted the original version of this 
report to Mr. Saltzman on December 1, 1954, what were his instruc- 
tions to you relative to further action on your part? 

Mr. Carrenter. Well on December 15, I had a memorandum from 
Mr. Saltzman—bear in mind he was leaving on December 31—he was 
cleaning up all of the unfinished items of business and the memoran- 
dum of December 15 reads: 

Mr. Carpenter, this is an excellent report. You and your staff are to be 
complimented for this most thorough study. I made a few marginal notations 
on the attached copy, which should be reviewed. 

Mr. Harpy. That was your report of December 1? 

Mr. Carrenter. Yes, sir. 

Mr. Mountain. Was there any further action by Mr. Saltzman on 
this progress report, other than his memorandum to you of December 
15, 1954? 

Mr. Carpenter. Not to my knowledge; no, sir. 
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Mr. Mountain. When Mr. Henderson assumed office in January of 
1955, did you refer this Heller report to him ? 

Mr. Carrenter. Yes, sir. On or about January 11. That is the 
date of this revised, corrected report. Revised progress report. 

Mr. Mountatn. You gave Mr. Henderson a copy both of the Heller 
report of May 15, 1954, and your progress report dated January 11, 
1955? 

Mr. Carpenter. That is right. 

Mr. Mounrtarn. On the latter date? 

Mr. Carpenter. That is right. 

Mr. Mountarn. Did Mr. Henderson take any further action on these 
reports, on both the Heller report and your progress report, prior to 
the time that this subcommittee expressed an interest in them ? 

Mr. Carpenter. Oh, yes. I don’t know just when he read them but 
he wanted my report, which has a lot of marginal notes on it. I left 
it with him for a period of some time so he could have a chance to 
study it. I maaan particularly this one, because of the notations 
in pencil that I have here. 

Mr. Mountain. Did he give you any directive as to items in it to be 
implemented ? 

Mr. Carrenter. We did not get to that point until later, after your 
committee came into the picture. 

Mr. Mountarn. Had Mr. Saltzman given you any directive as a 
result of your progress report, on action to be taken ? 

Mr. Carpenter. No, sir. 

Mr. Mountain. Then, until this committee’s interest, the Heller 
report and your progress report lay dormant except for those activities 
which had been tn. emt before ? 

Mr. CarrPenter. I would not like to leave the impression that. I was 
not conscious of my responsibility in implementing these items, Mr. 
Chairman. I think I was entirely conscious of it. ‘There were a lot of 
things todo. We were covering a lot of territory. 

Mr. Harpy. You did have a lot of work to do and you were in a new 
job. You still had not gotten your feet on the ground in that new 
job. 

Mr. Carpenter. I don’t want to leave the impression we just sat on 
the thing. We were conscious of it. 

Mr. Mounrarn. Referring again to Mr. Saltzman’s instructions to 
you in his memorandum of August 3, 1954, he asked you to list the 
Heller proposals which had been implemented, and to set forth the 
annual savings? 

Mr. Carpenter. Right. 

Mr. Mountain. Did you do this in your progress report ? 

Mr. Carpenter. Yes, sir. I believe I did. 

Mr. Mountain. That is exhibit A, I believe. 

Mr. Carpenter. Well, that is the Savings Section. 

Mr. Mounrarn. Mr. Saltzman’s memorandum instructed you also 
to “indicate those proposals which you recommend should be imple- 
mented, reasons therefor, and timing for each.” Did you prepare such 
a list? 

Mr. Carpenter. In response to that section, we prepared a list of 
recommendations under these headings: “Class A, Recommendations 
Implemented in Whole or Part”; “Class B, Recommendations Re- 
jected” ; and “Class C, Recommendations for Further Study.” 
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Mr. Mountarn. Mr. Carpenter, if you have a copy of your January 
11 report, I wonder if you would check that? I did not think any such 
list was included in this report. 

Mr. Carpenter. I did not understand that you had asked me 
whether it was included in this report. 

Mr. Mountarn. In this report. Yes. 

Mr. Carpenter. No; it was not included in that report. 

Mr. Mountarn. This was the report which, however, was in re- 
sponse to this August 3 letter, which asked for such a listing. 

Mr. CarrPenter. Well it was a report. : 

Mr. Mountain. Well, this was the result of the work that you did, 
based on the August 3 instruction of Mr. Saltzman ? 

Mr. CARPENTER. Yes. 

Mr. Mountain. Mr. Saltzman’s memorandum also asked you for a 
list of those Heller proposals which you would recommend should not 
be implemented, together with the reasons therefor. 

Did your progress report include such a list 

Mr. Carrenter. Apparently it did not. 

Mr. Harpy. Did you ever make such a list ? 

Mr. Carpenter. Oh, yes, sir. I don’t recall just why I did not 
include it. I presume the time element was involved in his leaving 
and then there were some decisions which I felt unable to make con- 
cerning recommendations to be rejected ; and I suppose there was some 
delay in waiting for his successor to come on board to make some of 
those decisions. 

Mr. Harpy. Well he asked for three lists. 

Mr. CARPENTER. Yes, Sir. 

Mr. Harpy. Did you make all three lists? 

Mr. Carrenter. We made them later. I don’t know the date. Do 
you know the date of this? 

Mr. Mountrarn. You gave us a list, Mr. Carpenter, about May 4, 
but that was made up in response to our request. 

Mr. Carpenter. Probably so. That is one of the advantages of 
having your committee make this review. 

Mr. Mountain. Mr. Chairman, I believe the question that we are 
asking Mr. Carpenter, however, is the response that he gave Mr. Saltz- 
man to this instruction, and I believe I am correct, Mr. Carpenter, that 
there was no list prepared specifically answering these points, as Mr. 
Saltzman’s letter requested ? 

Mr. Carpenter. Yes, sir. 

Mr. Harpy. That was in point of time. That was pretty close to 
the time Mr. Saltzman left? 

Mr. Carpenter. Yes, sir. He left on the 31st, and we rushed around 
to get this thing completed, and frankly, in pulling all these loose ends 
together, I don’t recall whether I discussed it with him verbally or not. 

Mr. Harpy. You submitted one report to him on December 1? 

Mr. Carpenter. That is what I am talking about. 

Mr. Harpy. And he sent you a memorandum dated December 15. 
Did you not submit another one before he left, or was it in January? 

Mr. Carpenter. January 11 was the next one. That was after 
he left. 

Mr. Harpy. I see. 

Mr. Carpenter. This inventory or scoreboard, I guess, came in 
afterward. 
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Mr. Mounrarn. Yes, sir. It was in May, and was requested by this 
subcommittee so it was not relevant to the question we are asking at 
the moment. 

Mr. Harpy. Go ahead. 

Mr. Mounrary. Your instructions from Mr. Saltzman also asked 
you to include your general reaction to the Heller report. Does your 
progress report contain such a general reaction ? 

Mr. Carpenter. Well I thought it did; but under a separate para- 
graph, you pointed out to me yesterday that you did not think it did. 
I felt that page 14, in the general observation, that the conclusion— 
the general conclusion was responsive. I ended up the report by say- 
ing, “Grateful appreciation a be expressed to Mr. Heller and 
associates for the contribution the report has made and will make to 
the Department.” 

Mr. Mountarn. Was this the extent of the reaction you gave to 
Mr. Saltzman; this statement of general conclusions ? 

Mr. Carrenter. I have not 

Mr. Harpy. That is a general conclusion, all right. 

Mr. Mounrarn. In other words, in Mr. Saltzman’s effort to de- 
termine the validity of the findings of this controversial report, this 
progress report was the extent of the information which you supplied? 

Mr. Carrenter. That is right. 

Mr. Mountatn. However, I believe we already covered the point 
that your response did not fully comply with his instructions on these 
three points we have listed. 

Mr. Carpenter. He made no objection to it. He accepted the re- 
port as is, and I could have commented verbally to him that I did not 


fee] ear, to answer some of those questions. I cannot say whether 


1 did or not; but apparently, he accepted it without it. 

Mr. Mountarn. So it was your position that on some of these things, 
where your recommendations were asked for, you were not in a posi- 
tion to make them ? 

Mr. Carpenter. I don’t believe I was; no, sir. 

Mr. Mountarn. I believe that is all, Mr. Chairman. 

Mr. Harpy. I would like to return for a moment to a problem we 
were discussing earlier. That is this general problem that is involved. 
In the servicing which your section or shop or whatever you call it, 
performs for the other echelons in the Department of State, you have 
under your jurisdiction finance, management, personnel; then house- 
keeping functions, buildings, and general services, supplies, and so 
on; and of necessity, it would seem to me that a great many services 
would be performed directly by your section for the other sections 
within the Department, and a great many more would most likely be 
performed indirectly. 

I am thinking in terms of regulations which you might prescribe, 
which would have a bearing on the operations of various bureaus. 
Now if these are not sufficient, the problem of doing something about 
it would have to come back to you. Is that generally a correct evalu- 
ation or at least a partially correct evaluation, of the way your shop 
performs for the others? 

Mr. Carpenter. Let me say this. I will just illustrate it this way. 
Every Tuesday afternoon, I have a meeting with the executive direc- 
tors of the regional bureaus. We cover such administrative subjects, 
problems, at the 4: 30 meeting, as may have come up during the week. 
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Once a month, we have a meeting of all executive directors of all of 
the substantive areas. Mr. Murphy has, every Thursday noon, a meet- 
ing of the Assistant Secretaries, and Mr. Henderson attends that meet- 
ing to discuss any administrative questions affecting the Assistant 
Secretaries for the substantive side. In that way, we maintain liaison 
with their problems and we inform them of our policies. 

Mr. Harpy. Is that the only contact they have with Mr. Henderson ? 

Mr. CARPENTER. In what way do you mean? 

Mr. Harpy. Anything; in terms of the allocation of funds, for 
instance. Do they ena some contact with your office ? 

Mr. Carpenter. I should say they do; yes, sir. Even yesterday, in 
connection with the programing of funds, which is in our area, and 
it is fixed in our area through personal discussions. 

Mr. Harpy. Don’t they have right much autonomy in geographical 
bureaus ? 

Mr. Carpenter. In the programing of funds, they have to accept 
what we give them. 

Mr. Harpy. Is that recent? 

Mr. CARPENTER. Well, I have only done it once, and am in the process 
of doing it now. 

Mr. Harpy. Now, does that include a breakdown of the various 
purposes for which the funds can be used by budgeted amounts? You 
have indicated what you give to personnel already, I believe. 

Mr. Carrenter. There is no change in that, sir. The programing 
of funds is divided between domestic and Foreign Service. We 
control all the money for personnel in the domestic end, right in my 
shop. We have all the money there. In the Foreign Service end, 
the only part we give to the bureaus is that part covering the Ameri- 
can salaries and expenses abroad. All the other funds of the Depart- 
ment are controlled from my office. 

Mr. Harpy. Well, now, let’s take a little look at that and see what 
that means. Take, for instance, the funds for the Special Assistant 
for Intelligence. What do you have to do with the way he spends 
his money ¢ 

Mr. Carpenter. He doesn’t get any of it unless he gets it from us. 
That is a domestic function. 

We program that money and tell him what he can have. He goes 
up of course, to Congress, and justifies his request. 

Mr. Harpy. And after he gets it? 

Mr. Carpenter. After Congress votes the appropriation, then it 
comes down to us for programing. 

Mr. Harpy. I am not aware that the budget for these individual 
shops is broken down in very much detail when it is presented to the 
Congress. 

Mr. Carpenter. No. 

Mr. Harpy. I was under the impression they get almost a lump 
sum. 

Mr. Carpenter. No,sir. I think you will find it is broken down into 
bodies and purposes in considerable detail. 

Mr. Marpy. Do they pay any attention to that? 

Mr. Carpenter. We goin. Iam trying my best 

Mr. Harpy. I am trying to keep any innunendo out of it. 

Mr. Carpenter. I think it is a good exercise for me, sir. I think I 
am right on this. We put our justification in for 1955 as it was, in one 
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column so that the Appropriations Committee knows what we actually 
spent in 1955. Then in the next column, we put our request for 1956, 
and they can see the difference in bodies and positions of money. 

Mr. Harpy. They know what you spend but do they know what 
you spend it for ? 

Mr. Carpenter. Within those classifications ; yes, sir. 

Mr. Harpy. Suppose somebody decides they want to buy some air- 
conditioning equipment. You mentioned that awhile ago as having 
been all lumped in together. They don’t have any money budgeted for 
it. What do you do about that ? 

Mr. Carpenter. That is within the operations of the regional 
bureaus. You are getting into a field of detail with which I am not 
familiar. 

Mr. Harpy. I am not talking about the general detail about the 
thing. I am trying to get around this. Actually, you don’t have 
much to do if they decide within their fund limitation they can get it. 
There is not much you can do about it. 

Mr. Carpenter. Yes, on those four bureaus, I think we have con- 
siderable to say about it, in the domestic area. 

Mr. Harpy. Well I just used that for an illustration. If they have 
in their total amount of money enough for something that may not 
be budgeted, they decide they want to spend it for that, and you 
can’t do anything about it, I don’t think, can you ? 

Mr. Carpenter. I would like to have you ask that question of Mr. 
Wilber. 

Mr. Reece. In line with your questioning, if one of the bureaus 
wanted to use a certain amount of money that had been budgeted to 
that bureau for some specific purpose, for instance, air-conditioning, as 
you mentioned, would they have to get—would that bureau have to 
get authority from your office to spend the money for some specific 
purpose ? 

Mr. Carpenter. I don’t believe I can answer that specifically. 

Mr. Harpy. I see. What is bothering me on this whale thing is that 
apparently there has been very little control over a line item or 4 
detailed budget, put it that way. I was not thinking particularly 
about air conditioning. I am just thinking in general terms; and | 
get this impression which may not be eins accurate. That is what 
I want to develop before we get through. I want what contribution 
Mr. Carpenter can make to it from an overall standpoint ; that if they 
have X dollars, in a geographical bureau, they don’t pay much atten- 
tion to what they spend it for if they make up their minds to get it. 
If he says, “You use it for this,” they say, “You jump in a lake.” 

He is in this situation: The head of the il a Bureau is an As- 
sistant Secretary. He has not even got that good a title. He is just 
a civil servant. So he is in an awkward situation. If he attempts 
to exercise his authority and carry out the duties of his office, he has 
to go to the Under Secretary before he can really issue an order. Now, 
that is a screwball situation for him to be in. I sympathize with you, 
because honestly, I don’t know how you have performed as well as 
you have. It would have to be on a basis of mutual confidence, not on 
the basis of normal channelization of authority, as these civil-service 
situations usually function. 

Mr. Reece. In these charts, to whom is your office responsible ? 
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Mr. CarPENTER. I am responsible to the Deputy Under Secretary 
for Administration, Mr. Henderson. 

Mr. Harpy. But you see the problem is that all of these operations 
that he services and for whom he must promulgate regulations, includ- 
ing personnel regulations—every one of them is headed by an Assist- 
ant Secretary and he has to write regulations for them; he has got to 
pass on their employment of personnel, theoretically. I don’t think 
he does. 

Mr. Reece. When I looked at this chart initially, the first thing 
that impressed me about that was there was no Deputy Under Secre- 
tary or even an Assistant Secretary for Fiscal Affairs, or whatever 
you might classify the work of the Controller’s Office. 

" Mr. Harpy. And he is way down the line. 

Mr. Reece. He reports to the Under Secretary, which places him 
on a pretty high category in that respect, but as you say, he has to go 
through the Under Secretary to get to any of the Assistant Secretaries. 

Mr. Harpy. That is exactly what he does. Now, this is not critical. 
I mean, it is just sort of a family discussion. 

Mr. Reece. We are talking about the organization as such, not as it 
relates to him individually or how he is functioning. 

Mr. Carpenter. I think you gentlemen would do about the same as 
Ido. If you are uncertain about something, you go to your boss to 
see whether or not you are on firm ground, then you go to the Assistant 
Secretary. 

Mr. Harpy. The only point I would make about that, if you have to 
go to him very often, | don’t know what the “Sam Hill’ he wants to 
keep you for, if you cannot make some decisions. I mean, he has not 
enough authority down there. I don’t know how in the world he can 
make those decisions. 

Mr. CarPenter. That is where we need a little time to learn our job. 

Mr. Harpy. My point is this: Even after you learn your job you 
have not the rank to deal with these people. You have to deal with it 
the only way you can deal with it. You go through the Under Secre- 
tary. If that is not a screwball setup I never saw one. 

Mr. Reece. I don’t presume the practice works, actually, that way. 
You consult with the Assistant Secretaries, and you discuss these 
matters with them, I would say; is that correct? From the line of 
authority, you are quite right, I think. 

Mr. Harpy. I tell you the truth, I would hate like the dickens to 
have to operate the way he has to operate, on that kind of a chart. 

Mr. Reece. Before we get into the discussion at all, what impressed 
me when I looked through this chart was this office was not properly 
placed in a position of authority in the organization chart. 

Mr. Harpy. I think that is right. I think one of the keys to the 
whole problem of administration in the State Department is the 
organizational structure, and the fact that there is not enough control 
in the Controller’s Office. Now, I don’t mean that I think you ought 
to take away all the autonomy from the various bureaus. I think, by 
Jingo, it has to have a little bit of control, but I am not a bit sure 
youhaveany. Well, that is about all that I had. 

Do you have anything further, Mr. Reece? 

Mr. Reece. No. 
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Mr. Harpy. I want to express the appreciation of the committee 
for your frank discussions with us here this afternoon. 

Mr. Reece. I think your suggestion is something that you might 
discuss with Mr. Morton when you are with him sometime. 

Mr. Harpy. Actually, I don’t think it is within Mr. Morton’s 
bailiwick. I think it is something that we may have to pursue with 
the Secretary or with Mr. Henderson, perhaps. 

There is a Heller recommendation on it, but before we get very far 
on pursuing it with any higher level, I want to develop the detail, 
which I am planning todo. I want to develop the detail of this whole 
business very carefully with Mr. Wilber and some of the others in 
Mr. Carpenter’s section down there. 

Mr. Carpenter. I want to express my appreciation to you, Mr. 
Chairman, and the other members of the committee, for the considera- 
tion they have given the Department in these hearings, and also to the 
members of this staff who were patient and diligent and firm in their 
work; and I think their relationship has been quite satisfactory. I 
think we have all tried to approach the things from a constructive 
basis, and from my point of view, I, being one of the newcomers in 
the Department, have received a great deal of benefit from this action. 
I feel sure we put on our timetable some of these things which might 
not have been on the timetable if you had not expressed an interest in it. 

Mr. Harpy. We want to be helpful, Mr. Carpenter, and, contrary to 
the concept that some people get occasionally, this committee tries to 
operate on the basis of constructive results. 

Mr. Reece. The State Department, Mr. Carpenter, is very fortunate 
in having as chairman of this subcommittee a man that has the stand- 
ing in the House, and the outlook and devotion to the Government 
service that Mr. Hardy has. I.think the members generally would 
express themselves in the same way I do. 

Mr. Harpy. I appreciate that. 

We have a good committee if we can just find time to get together 
on these things, but all of us have our problems in that regard ; but one 
of the things that I think very frequently is overlooked by agencies in 
their dealing with committees up here is that, by and large, the general 
idea is to be constructive and always our approach has been to try to be 
constructive. Frankly, I would much prefer, where you find an area 
that needs corrective attention by a department, I would much prefer 
the department would do that in the course of consideration by the 
committee so that when you write a report, you can say, well, the 
department went ahead and made this correction ; rather than come up 
with a report that is critical. 

Mr. Reece. In line with your earlier discussion about the authority 
of the Controller’s Office, it would seem to me as if the Controller in a 
department ought to stand in somewhat the same relationship within 
the department that the Comptroller General does to the Government 
services as a whole. 

Mr. Harpy. I would think it ought to be the case. 

Let me make one other comparison that bears out what you just said. 
The Defense Department has a Controller. He is in as Assistant 
Secretary of Defense, and, by jingo, he asserts his rank. Sometimes 
I think he goes a little bit overboard, but at any rate, there are not any 
of them that obligate any money without it being cleared by him: 
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Mr. Carpenter. Gentlemen, may I just point out because I have the 
name or title of Controller does not mean that those responsibilities 
are not at the highest level, because my responsibility comes through 
the Deputy Under Secretary’s position. Therefore, he is in fact in 
control of all the things that are given to me for action; so that when 
you talk about a high level office, he has all the status of that position. 
" Mr. Reece. That may be true but carrying on the analysis I made 
of the Office of the Comptroller General, I am impressed with the force 
of what the chairman has said—that there ought to be a controller— 
or whatever description may be given his office—who would exercise 
authority, at least in some overall way, in fiscal affairs within the 
Department under the Secretary of State. 

Mr. Harpy. I think that isa real problem now. We are not talking 
about qualifications, but there is not any agency of Government that is 
as rank conscious as the State Department. I believe it is even worse 
than the military. Now, we were talking here a little earlier, who is 
No. 1, 2, and 3. ; 

Mr. Reece. I think that is natural. 

Mr. Harpy. That may be natural. 

Mr. Reece. That would be the case. 

Mr. Harpy. It may be natural but it is a fact, and whether it is 
natural or otherwise, it is inconsequential when you talk about the 
kind of situation in which the Controller finds himself, when he doesn’t 
have the rank of Assistant Secretary, and there are 10 Assistant Secre- 
taries that he has to do business with; and even if he were Assistant 
Secretary, he would just be 1 in 10. 

Mr, Reece. Being Assistant Secretary does not solve it. ° 

Mr. Harpy. No. He would be 1 in 10 then; and in his present 
position, well, I can just see these Assistant Secretaries saying to the 
Controller, “By George, I outrank you.” 

Mr. Reece. [ wonder if every department of the Government should 
not have some controller or whatever he might be called, that had 
rather wide authority on these budgetary matters so that he would not 
have to be influenced by the various administrative officers, whatever 
their title might be, within the department. 

Mr. Carpenter. May i just put in the record here, not in the way of 
rebuttal of any kind, but I think the record should show that the 
Deputy Under Secretary of State for Administration has all the 
controllership authorizations, his line of authority provides that he has 
general direction over the use of appropriated funds, for the estab- 
lishment of program priorities, for budgetary purposes, and the ad- 
ministration and implementation of approved substantive policies and 
programs. 

Mr. Reece. Here is the weakness that lies, I think, in that and in 
most all of the other departments, which we tried to cure when we 
established the Office of the Comptroller General of the United States. 
We gave him a long tenure and after appointed, he becomes immune, 
almost, to influence or pressure from any other department of the 
Government, even including the Executive; and I wondered seriously 

if there ought not to be some counterpart to the Comptroller General 
in all of the executive departments, where he had—I don’t know about 
the tenure of office—but to a certain extent, where his tenure was 
‘ecure, and where he is in a position to exercise authority. 

Mr. Harpy. I have just one other question here. 
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I believe you stated, Mr. Carpenter, that at the time you were de. 
moted in title you were not demoted with respect to responsibility? 

Mr. Carrenter. No, sir. 

Mr. Harpy. You have exactly the same responsibilities as you had 
under your previous title as Assistant Secretary for Personnel and 
Administration ? 

Mr. Carpenter. Yes, sir. 

Mr. Harpy. Well now, I just wonder, we now have a Deputy Under 
Secretary for Administration. 

Mr. Carpenter. Yes, sir. 

Mr. Harpy. Now, if you retain all the duties that you had as As- 
sistant Secretary for Administration, what does that poor fellow find 
to do? 

Mr. Carpenter. Oh, my. He is the top administrative officer. He 
has the Bureau of Security and Consular Affairs as well. 

Mr. Harpy. Is this the same as it was when you were Assistant Sec- 
retary for Personnel and Administration ? 

Mr. Carpenter. This is exactly the same.’ McLeod reported 
directly to Saltzman, like I reported to Saltzman. This is the same 
way as it was then. 

Mr. Harpy. The same setup; the only difference is that you have a 
deputy in front of the Under Secretary for Administration ? 

Mr. Carpenter. Yes, sir. Deputy Under Secretary instead of 
Under Secretary; plus the fact that we moved the Director General 
of the Foreign Service to his office. Foreign Service Inspection Corps 
was taken from Mr. McLeod’s office and moved up there, and also the 
Foreign Service Institute. 


Mr. Harpy. Maybe that is as it should be. 

Well again I want to express appreciation, Mr. Carpenter, for your 
helpfulness and particular appreciation to my friend from Tennessee 
for his patience in staying with me. 

The committee will stand adjourned subject to the call of the Chair. 

(Thereupon, at 3:50 p. m., the hearing was adjourned until further 
notice. ) 
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Part 1—Management Survey of the Department of State 


MONDAY, AUGUST 1, 1955 


Howse or REPRESENTATIVES, 
SuBCOMMITTEE ON INTERNATIONAL OPERATIONS OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m. in room 304, House Office 
Building, Hon. Porter Hardy, Jr. (chairman of the subcommittee) 
presiding. 

Members present: Representatives Porter Hardy, Jr., Edward A. 
Garmatz, Henry S. Reuss, and Jack B. Brooks. 

Also present: Maurice J. Mountain, counsel; Walton Woods, staff 
investigator; and Phyllis Seymour, subcommittee clerk. 

Mr. Harpy. Let the committee come to order. We are resuming a 
series of hearings that we started some time ago. I am sorry that the 
circumstances have not made it possible to run these hearings in more 
nearly consecutive order. I do hope, though, that before the members 
of the committee get away for congressional adjournment it may be 
possible for us to dispose of this phase of our hearing, which has to 
do with the Heller & Associates report. We are going to try awfully 
hard insofar as the committee is concerned to complete that phase of 
the hearing, with the realization that we may saiauenats have to 
hold some hearings after adjournment to dispose of the other two 
phases of our total study that is involved here. The committee will 
try to expedite these hearings, and we will be grateful to the witnesses 
for their help in that direction, so that a minimum amount of our time 
and your time will be required. 

Mr. Mountain, you have some documents you want to insert in the 
record ? 

Mr. Mountatn. Mr. Chairman, Mr. Elmendorf has submitted to 
you, at your instruction, a reconstruction of the field notes made by 
his firm on their overseas trips in connection with their contract. I 
request permission that this submission by Mr. Elmendorf be included 
in the record, with one deletion. 

Mr. Harpy. You are requesting that these reconstructed field notes 
be put in the record ? 

Mr. Mountain. Yes, sir. 

Mr. Harpy. The question of deletion is a matter I think we want 
to pursue a little bit further. I might raise this question with Mr. 
Carpenter, and I think perhaps we will want to raise it with Mr. 
Morton or Mr. Henderson: There was a certain amount of secrecy 
attached to these field notes, as you recall, Mr. Carpenter. 

239 
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FURTHER STATEMENT OF I. W. CARPENTER, JR., CONTROLLER, 
DEPARTMENT OF STATE 


Mr. Carpenter. Yes, sir. 

Mr. Harpy. With the objective of protecting the individuals. The 
field notes which have been transmitted to us, reconstructed, contain 
the names of individuals who were interviewed. 

Now, in spite of the fact that the State Department, has not been 
particularly cooperative with this committee in connection with these 
field notes, we do want to be fair to the individuals who were ques- 
tioned. Before putting any names in the public record I would like 
to know whether or not Mr. Henderson has any feeling that it ought 
not to be done. If you will find that out for us I would be grateful. 

Mr. CARPENTER. Yes, sir. 

Mr. Harpy. I think that the ends of justice to the individuals 
might be better served if the original field notes were turned over to 
us at this time, but we do intend to put them in the record and we 
may make some names public. However, Mr. Mountain, I would 
suggest that instead of putting this whole document in the appendix 
of the record at this time there should be blanket permission to read 
from the document, and a decision with respect to insertion of the 
document will be made after we have had a little further consideration 
of the question revealing the identity of people to whom the Heller 
representatives talked. 

Mr. Carpenter. May I ask a question, sir? 

Mr. Harpy. Yes. 

Mr. Carpenter. In connection with what you asked me to talk to 
Mr. Henderson about ? 

Mr. Harpy. Yes. 

Mr. Carprenter. Do I understand the names of the individuals are 
to be identified with their statements ? 

Mr. Harpy. The names of the individuals are included in these 
field notes reconstructed at our instruction, that we received from 
the Heller people. We had this alternative, as you may recall: We 
had the alternative of putting Mr. Elmendorf on the stand and making 
specific inquiry. 

Mr. Carpenter. Yes, sir. 

Mr. Harpy. Or requesting that he prepare as best he could from 
memory a written reconstrutcion. This is what he has done. He 
has submitted to us a written reconstruction of his field notes. That 
reconstruction does include the names of the people with whom he 
had conversations. 

Mr. Carpenter. As I recall it, Mr. Henderson commented that as 
long as the statements made were not directly connected with the 
names—that was my question. 

Mr. Harpy. If the committee is going to undertake to protect the 
individuals in this matter I think we deserve a little more cooperation 
from Mr. Henderson than we are getting, and it might be well if he 
would let us have the originals instead of our having t to proceed along 
this line. 

I do not want to harm any individual over in the State Department, 
but if somebody’s name does get hurt because of this I am going to 
lay the responsibility on Mr. Henderson and not on us. 

Mr. Carpenter. Yes, sir. 
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Mr. Harpy. What else do you have, Mr. Mountain ? 

Mr. Mountatrn. As the first witness, Mr. Chairman, I would like 
to call Mr. Wilson. 
Mr. Harpy. Mr. Wilson, will you take the chair, please? 

Before we start with Mr. Wilson, Mr. Carpenter, would you be 
ood enough to contact Mr. Henderson during the lunch hour? 
Mr. CARPENTER. Yes, sir. 
Mr. Harpy. Just tell him our feelings about this situation and the 
fact that we do have a set of reconstructed field notes with names. 
I would appreciate it if you would let us have his reaction after 
lunch. 

Mr. Carpenter. Thank you. 

Mr. Harpy. Have a seat, Mr. Wilson. 

Mr. Mounratn. Mr. Wilson, would you please state for the record 
a brief resumé of your background and your present position in the 
Department of State. 


Oo 
a) 


STATEMENT OF GEORGE F. WILSON, ASSISTANT CONTROLLER 
FOR PERSONNEL, DEPARTMENT OF STATE; ACCOMPANIED BY 
HOWARD P. MACE, CHIEF, PERSONNEL OPERATIONS DIVISION, 
DEPARTMENT OF STATE; AND RALPH SCARRITT, ACTING CHIEF, 
MANAGEMENT AND SERVICES DIVISION, OFFICE 0F PERSONNEL, 
DEPARTMENT OF STATE 


Mr. Wirson. Yes, sir. ! 
I was born in Detroit, Mich., in 1913. I went to local public schools 


and high school in Detroit. 1 graduated from the University of 
Arizona in 1935. I worked in private industry from 1935 until 1940, 
when I went into the military. I spent 5 years in military service. 

In 1946 I was up on the Hill on the Senate side until approximately 
July of 1953, at which time I went down to the Department of State 
as Director of Personnel. I have been with the Department of State 
since that time. 

Mr. Mountain. What are your present duties with the Department 
of State? 

Mr. Witson. At the present time, sir, I am Assistant Controller 
for Personnel. With that I have the day-to-day responsibility in the 
chain of command of operating the personnel system both under the 
civil-service laws and regulations and under the Foreign Service Act 
of 1946. 

_Mr. Mountain. Were you charged with the same duties during the 
time of the Heller survey ? 

Mr. Wiutson. Yes, sir. 

Mr. Mountain. Mr. Wilson, would you identify the location of 
your operation within the organizational structure of the Department 
of State. 

Mr. Wirson. Today, you mean, sir? 

Mr. Mountarn. As it is now. 

Mr. Harpy. We have the chart right up there. 

(The chart referred to appears on p. 88.) 

Mr. Wuson. Here [indicating] is my location, sir; Office of Per- 
sonnel. Itis under the Controller under the A area, sir. 

Mr. Harpy. You report directly to Mr. Carpenter ? 
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Mr. Wuson. That is right; yes, sir. 

Mr. Harpy. You are in a coequal status with other individuals? 
For instance, you have somebody there in the Office of Budget and 
somebody in the Office of Finance, and you would be in coequal status 
with the heads of those Offices ? 

Mr. Wuson. Well, Mr. Carpenter is the Controller. Mr. Wilber 
is the Deputy Controller. Mr. Estes and I are Assistant Controllers, 
so Mr. Estes and I would equate. For any reason when Mr. Car- 
penter is absent Mr. Wilber would be the Acting Controller. 

Mr. Harpy. So when Mr. Carpenter is on the job you report to him, 
and when he is not, you report to Mr. Wilber ? 

Mr. Witson. That is right; yes, sir. 

Mr. Mountarn. Yours is 1 of 6 offices in the Controller area of 
State; is that correct? 

Mr. Wirson. Actually, the Office of Personnel is 1 of 3 major sub- 
divisions of the Controller’s Office. Those three major divisions are 
Budget and Finance, Operations, and Personnel. 

Mr. Harpy. What happens to this other group down there; the 
Office of Foreign Buildings, Office of General Services, and Office of 
Special Services ? 

Mr. Wuson. Well, the Office of Foreign Buildings Operations comes 
under Mr. Wilber’s jurisdiction, and the other two offices come under 
Mr. Estes’ jurisdiction. 

Mr. Harpy. How about the Cryptographic staff, the Foreign Re- 
porting staff and the Regulations and Procedures staff? To whom do 
they report? 

Mr. Wuson. They report through Mr. Estes, sir. 

Mr. Harpy. That clears that up. 

Mr. Mountain. Mr. Wilson, in the Heller report of May 15, 1954, 
this statement appears on page 39: 


Personnel is the greatest asset possessed by the Department. 


Do you concur with that statement ? 

Mr. Wuson, Yes, sir. 

Mr. Mountarn. Could you estimate personnel assets of the De- 
partment in terms of appropriated dollars? What part of your 
appropriation goes for personnel, support, and salaries? 

Mr. Witson. I think between 80 and 90 percent of the appropriated 
funds for use of the Department of State directly are concerned with 
personnel or the support of personnel. Could I verify that with Mr. 
Wilber? 

Mr. Epwarp B. Wuser (Deputy Controller and Budget Officer, 
Department of State). I would say that is approximately right. 

Mr. Harpy. That is administrative funds you are talking about! 

Mr. Wirson. Salaries and expenses, and travel. 

Mr. Harpy. I say, administrative funds as distinguished from the 
various grant programs, and so forth, administered by the Depart- 
ment ? 

Mr. Wirson. Yes, sir. That is right. That would exclude the 
grant programs. 

Mr. Mounrarn. In terms of this high percentage of the Depart- 
ment’s appropriation that goes to Personnel, do you regard this organ- 
izational location of Personnel or its stature as commensurate with 
that importance? 
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Mr. Wuson. Personally, I have always felt that personnel was one 
of the most important functions in the Department of State. I con- 
fess that because of my knowledge of the military I think that they 
have a gretty good system where the personnel man is a part of the 
highest management of the organization. In the Department of 
State, because “of certain worldwide commitments, that has not been 
possible. 

Mr. Harpy. Would I understand from that that you have a feeling 
that the Office of Personnel does not have the authority that it really 
should exercise ? 

Mr. Wutson. I think it should have greater stature than it has at 
the present time. One of the ways to accomplish that is to put it up 
on a level where it has a greater voice in management. 

Mr. Harpy. Is it not true so often that the people in the higher 
administrative echelons do not want the personnel man to have too 
much to say about the personnel? Do they not frequently say, “We 
want to employ so-and-so; you find some way we can get him quali- 
fied’ ? 

Mr. Wixson. I think that is true. 

Mr. Harpy. It is not a very healthy situation, but it happens in 
Government right along. I was wondering whether or not it hap- 
pened in your situ: ition sometimes. 

Mr. Wirson. Occasionally it happens; yes, sir. Speaking strictly 
from theory, a good portion of your governmental agencies have rec- 
ognized the import: ince of per sonnel. 

Mr. Harpy. Let us talk a little more away from theory. Of course, 
the State Department is inclined to get theoretical anyway. Let us 
get practical as to what does happen. 

To start with, even from the theory standpoint you do not have the 
responsibility that I think the Heller people felt that the Office of 
Personnel should have? 

Mr. Witson. That is right. One of their recommendations was to 
make the Office of Personnel a Bureau of Personnel and actually put 
it into the management area 

Mr. Mountarn. Where it would be directly responsible to the Un- 
der Secretary for Administration; is that correct ? 

Mr. Wixson. That is right; yes, sir. 

Mr. Mounrarn. The Heller re port of May 15, 1954, also mentions 
on page 39 that the personnel management project was one of its 
major undertakings within the Department, and in addition to the 
summary contained in that report, the firm submitted on March 3, 

1954, a special report on its findings, conclusions, and recommenda- 
tions on personnel management. I will hand you a copy of that March 
8 report and ask you whether you are conversant with its contents? 

(The document referred to will be found in the appendix as 
exhibit B.) 

Mr. Mounratn. Is it your recollection, Mr. Wilson, that the Heller 
representatives discussed their findings and recommendations with 
you before the submission of these reports ? 

Mr. Wirson. Not in that specific sense; no, sir. However, they were 
very cooperative with me and I felt that T pretty generally knew what 
they were thinking and what their conclusions were at all stages of 
the game, 
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Mr. Harpy. That is the way they were supposed to operate; is it 
not? 

Mr. Wirson. Pardon me. 

Mr. Harpy. That is the way they were supposed to operate? 

Mr. Witson. That was my understanding; yes, sir. 

Mr. Mountain. Aside from these staff associations in the course 
of the Heller study, did the Heller representatives formally brief the 
Department as to the findings which would be contained in their final 
report before its submission ? 

Mr. Wixson. Well, there was one meeting that I distinctly recall, 
where I was told that they were to give a briefing which would in effect 
go into what they had found in the budget and personnel area. How- 
ever, they never did get the opportunity to go into the personnel phase 
of it formally with the Department, to my knowledge. 

Mr. Harpy. They did not hold a briefing? 

Mr. Witson. They held a briefing; yes, sir, but the briefing was 
concerned primarily with the budgetary phases. They did not have 
time to actually go into the personnel phases. 

Mr. Mountain. Could you fix the approximate date of this meeting? 

Mr. Wirson. I would say March or April of 1954. 

Mr. Harpy. Just before the contract was canceled ? 

Mr. Witson. It was before the contract was canceled; yes, sir. 

Mr. Harpy. If it was in April it could not have been much before. 

Mr. Witson. It was while they were still actually in the Department. 

Mr. Harpy. Of course, they were in the Department until May 15. 

Mr. Witson. That is right. Well, it was prior to that. My recol- 
lection is that it was March or April. 

Mr. Mountain. Mr. Chairman, Mr. Morton has stated before this 
committee that sometime between the 5th and 25th of March there 
was a meeting called in his office at which the top men of the Heller 
& Associates briefed the Department on their findings to date. Is 
this the meeting you are referring to, Mr. Wilson ? 

Mr. Witson. It undoubtedly is, because it was in Mr. Morton’s 
offices. 

Mr. Harpy. The committee can understand you had been advised 
that this meeting would cover personnel matters ? 

Mr. Wison. That is right, sir. 

Mr. Harpy. But actually it did not get into personnel ? 

Mr. Witson. That is right. They started off with the budget 
phases and that evoked quite a bit of discussion. Frankly, the time 
ran out. They did not get an opportunity to go into the personnel 
phases. 

Mr. Harpy. What do you mean, “The time ran out”? Did it run 
into the night ? 

Mr. Witson. No, sir. Mr. Morton, as I recall it, had subsequent 
meetings and could not be there for any further briefing. 

Mr. Harpy. Mr. Morton ran out of time? 

Mr. Witson. That is right; yes, sir. 

Mr. Harpy. Did it have to be done with Mr. Morton present? 

Mr. Wutson. I believe that was Mr. Wright’s desire, that Mr. 
Morton be personally briefed on it. 

Mr. Harpy. So the committee can understand that the original 
proposal, or the original plan of the Heller & Associates to brief the 
State Department personnel in connection with their findings, which 
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was in keeping with the understanding that they had in the begin- 
ing, that they would do that as they progressed—that the briefing 
which they were supposed to give with respect to personnel was never 
given because there was not enough time for that to be given with 
Mr. Morton presiding ? 

Mr. Wirson. I cannot say that with finality, sir. All I can speak 
to is the one conference which I attended. At that time they were 
supposed to go into a briefing on the budget and the personnel phases, 
but at that particular meeting they only covered the oes 
phases, and to my knowledge—but I may be incorrect because of lac 
of knowledge—they did not do the briefing on personnel. It may be 
that they had a private one. 

Mr. Harpy. Of course, I would not expect you to speak for Mr. 
Morton, as to what happened to his time. I did not mean to put you in 
that position. I am just trying to see what actually transpired ? 

Mr. Wutson. Insofar as I know, Mr. Morton never did have the 
opportunity to be briefed on the personnel phases, but it could be he 
was briefed without my knowledge. 

Mr. Harpy. That was at a time when Mr. Morton was wearing a 
couple of hats? 

Mr. Witson. That is right. Yes, sir. He was extremely pressed. 

Mr. Harpy. He was unusually busy, and he just found himself in 
this particular assignment, which was somewhat new to him? 

Mr. Witson. That is right, sir. He was extremely pressed. As I 
recall it, the briefing we had ran from about 10 or 10:30 until 12 or 
12: 30, sir. 

Mr. Harpy. If Mr. Morton was briefed by the Heller people on the 
personnel matter you were not aware of it / 

Mr. Wirson. Not to my knowledge. No sir; I was not aware of it. 

Mr. Mountatn. This meeting, Mr. Wilson, was held shortly after 
Mr. Morton took over the responsibilities of Mr. Lourie; is that cor- 
rect? If it was between March 5 and 25 it would have to be. 

Mr. Witson. I believe that is correct; yes, sir. My recollection is 
that Mr. Lourie left the Department of State in Feberuary or March 
ind Mr. Morton was put in in an acting capacity. My recollection 
is that it was shortly after Mr. Morton had assumed his position as 
Acting Under Secretary for Administration that the briefing came 
about. 

Mr. Mountatn. Was there a subsequent meeting within the Depart- 
ment for discussion of this oral presentation of the Heller firm? 

Mr. Wirson. Not that I can recollect. I believe at one of the 
subsequent staff meetings the question of the Heller report came up; 
[am sure it came up at a subsequent staff meeting. I recall there 
was a question on this man-in-motion problem which was raised, but 
to my knowledge that was the only place where I was aware of the 
specifies of a second meeting on the Heller recommendations. 

It may be that there were other meetings which were held at which 
Uwas not present. 

Mr. Harpy. If there were meetings held on personnel you cer- 
tainly would be expected to be there; would you not? 

Mr. Wirson. I presume I would be there, yes, sir; but that would 
not be necessary. 

4 Mr. —_ If you were not there, who would be there representing 
ersonnel ? 
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Mr. Wiutson. Mr. Wailes was still with the Department at that 
time. 

Mr. Harpy. If Mr. Wailes attended, was he your assistant? 

Mr. Witson. No, sir. Mr. Wailes was my superior, sir. 

Mr. Harpy. What was his job? 

Mr. Wixson. He occupied at that time the same job Mr. Carpenter 
presently occupies. 

Mr. Harpy. You were a subordinate of Mr. Wailes and you were 
his personnel man. If Mr. Wailes attended a meeting discussing the 
Heller recommendation with respect to personnel, would he not nor- 
mally have advised you of what went on there? Otherwise how are 
you going to carry out your function? 

Mr. Witson. Normally I would expect he would, but he is my 
superior and he could make the decision on the basis of previous 
advice that I had given, or within his own knowledge, because of his 
responsibility for the overall A area. 

Mr. Harpy. I understand you do recall there was some mention of 
this general subject at a subsequent staff meeting ? 

Mr. Witson. Yes, sir. The question of man-in-action came up ata 
subsequent staff meeting. It came up in connection with the central- 
izing of American Foreign Service salaries, which was quite a 
burning question at that time. 

Mr. Harpy. Still burning, is it not? But it is not very active? 

Mr. Wiutson. Yes, sir. At that time I wrote a memorandum to 
Mr. Morton pointing out that I felt quite strongly that the man-in- 
motion fund was a very important factor, and that I recommended 
quite strongly that full consideration be given to the establishment 
of a man-in-motion fund. 

Mr. Harpy. Subsequent to this staff conversation which you now 
have been talking about, did you have some further conversations 
with Mr. Morton about this fund ? 

Mr. Wirson. Not that I recall; no, sir. 

Mr. Harpy. Proceed, Mr. Mountain. 

Mr. Mountatn. Were you asked by Mr. Morton in this staff meet- 
ing, or any other, to comment on the Heller presentation or their work 
in your area ¢ 

Mr. Witson. Not specifically, no. I was asked to comment by Mr. 
Wailes on the Heller Associates’ recommendations, and I did so 
comment in writing. 

Mr. Mounrar. But in the period between March 5 and 25 you con- 
veyed no impression of the Heller study to your superiors, or the value 
of the Heller work ? 

Mr. Wizson. Verbally I had on several occasions, yes, sir. I had 
worked very closely with the Heller people because I was interested 
in the project, and also because we had been directed to extend the 
fullest cooperation to them. 

As a result I came to the conclusion quite early in the game that the 
work that they were doing was valuable from the personnel stand- 
point, and on every occasion that I could I verbally expressed my 
concurrence with what they were doing. But to my knowledge there 
was no reason to make any formal wr itten presentation until actually 
the Heller report had been made available in final form. 
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that Mr. Mounrarn. In your comments to your superiors, then, during 


this period, it was your judgment that the Heller work could be use- 
fully continued ¢ 

Mr. Wixson. In the personnel area, yes, sir. 

Mr. Mountarn. In the personnel area ? 


nter Mr. Witson. Yes, sir. 
Mr. Harpy. Let us see if we can pinpoint that further. What 
vere superiors do you refer to? 
' the Mr. Witson. Mr. Wailes. 
nor- Mr. Harpy. Mr. Wailes? 
| are Mr. Witson. Yes, sir. 


Mr. Harpy. Was Mr. Wailes still in that position after Mr. Morton 
my came here? 


10uS Mr. Wirson. Yes, sir. He was still in that position until, I believe, 
his June 1954. 

Mr. Harpy. Then it would have been more normal for you to make 
n of such a representation to Mr. Wailes than it would to Mr. Morton? 

Mr. Witson. Yes, sir; that is correct. 
ata Mr. Mountarn. After the submission of the Heller’s firm’s final 
bral- report on May 15, 1954, were you asked to evaluate the findings and 
ea recommendations in your area { 


Mr. Witson. Yes, sir. 
Mr. Mountain. Was this done by letter to you and others in the 


n to Department dated June 3, 1954, from Mr. Wailes? 
\-IN- Mr. Wirson. That is my recollection; yes, sir. 
ded Mr. Mountarn. Do you have a copy of that letter, Mr. Wilson ? 
nent Mr. Wuson. Let me check, sir. 

Yes, here is a copy of the letter which was addressed to me and 
now other people in the Department asking for our comments on the 
1ons Heller Associates’ recommendations. 


Mr. Mounrarn. It is a brief letter. Would you read it into the 
record, please ? 
Mr. Witson. It is dated June 3, 1954: 
1eet- 


saad Memorandum for PER, Mr. Wilson. 
vol OGS, Mr. Wolfe. 
OCR, Mr. Stufflebeam. 
Mr. OBR, Mr. Harrison. 
d so ; REP, Mr. Burris. 
Subject: Report of Robert Heller & Associates. 
Attached is a copy of the final report of Robert Heller & Associates covering 


= their management survey of the Department. Mr. Morton has asked this office 
‘alue to pull together the Department’s reactions to the various parts of this report. 
I would appreciate it if you would send to this office by June 11 a report indi- 
had cating those recommendations affecting your area which have been accepted 
ied ind installed, including the best available estimate of savings made as a result 
* of these recommendations ; those recommendations which have not been accepted, 
| the together with a statement of the reasons for not adopting the Heller proposals; 
ind those recommendations which still require further study, together with a 
t the Proposed plan of action for accomplishing this study. 
and- Epwarp T. WAILEs. 
| my Mr. Mountain. Did you comply with this request ? 
here Mr. Wirson. Yes, sir; I did. 
rally Mr. Mountain. What was the date of your compliance ? 


Mr. Witson. My reply was dated June 11, sir. 
Mr. Mountain. Mr. Chairman, I will ask permission that this docu- 
ment be ineluded in the record. 
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Mr. Harpy. We will insert that in the record at this point. 
(The document referred to is as follows:) 


JUNE 11, 1954, 
To: A, Mr. Wailes. 
PER, George F. Wilson. 
Subject: Report of Robert Heller & Associates; comments requested by your 
memorandum of June 3. 


PER has reviewed with interest and care the final report and exhibits of the 
Heller Associates. The report clearly recognizes three basic conditions of good 
personnel administration which up to the present time have not been provided. 

First, the tools to do the job have been lacking; the proposed management 
inventory control plan, with its centralization of controls over people and money, 
will meet this fundamental requirement. 

Second, the organizational location of PER has hampered its effectiveness ; it is 
in the “bargain basement.” ‘The proposed Bureau of Personnel should remedy 
the needs for stature and top-level attention to personnel problems. 

The third condition of good personnel administration, which the Heller report 
recognizes straightforwardly, is the strengthening of personnel authority. PER 
and the Department of State have suffered from an extreme diffusion of personne! 
authority. The Heller report, if adopted, will incorporate in a Bureau of 
Personnel the Board of the Foreign Service, the Board. of Examiners, the selection 
boards, and the Appointment and Assignments Board, as well as the special candi- 
dates staff which was recently transferred out of PER. The resulting clear lines 
of personnel authority are fundamental to good personnel administration. 

It is clear from the above that PER enthusiastically endorses the basic 
principles of the Heller report which pertain to personnel administration. 

The following comments are made on certain specific proposals. 


1. Personnel projects staff 


The recommendation for this staff was adopted May 10, 1954, and it is now a 
going concern. Six new positions have been created and three others have been 
transferred from other organizational components of PER. Seven of the 9 
positions are filled now and selections have been made for the 2 remaining 
vacancies. The staff has already served usefully in considering both the Wriston 
and Heller proposals. 


2. Transfer of SY 

The recommendation to establish an Office of Security and Integrity within the 
Sureau of Personnel has the great merit of providing common direction for two 
major aspects of the personnel problem, suitability for a job and qualifications 
for a job. The only question in our minds is timing. It appears that the best 
time for such an integration would be upon completion of the initial check of 
all fersonnel under the provisions of Executive Order 10450. PER so recom- 
mends. 


8. Training 

The basic Heller recommendations in this area are sound and acceptable. 
Aggressive action, in fact, has been under way for some months to accomplish 
the general objectives stated in the Heller report. Definite progress has resulted 
from our efforts to develop a sound foundation for future activities Among 
these are (1) securing an identification of training needs in operating areas of 
the Department; (2) clarifying the role of the Foreign Service Institute in 
relation to these identified needs; and (3) recruiting and making final selections 
for a balanced training staff with the competence to develop and conduct 4 
comprehensive training program. 

The recommendation for revising and expanding our career development plan- 
ning, as a basis for training program improvement, is an objective we fully 
support. It is not, however, a recommendation that can quickly be put into effect 
since there is involved the activities not only of various units of PER but also 
provision of firm staffing patterns by the regional bureaus and provision of the 
staff assistance currently requested of OBR. Implementation of the recom- 
mendation will be started as soon as possible. 

The specific suggestion contained on page 26 of the report that the Correspond- 
ence Handbook be maintained by the Foreign Service Institute and that certain 
training personnel now in S/S—CR be transferred to the Institute is acceptable. 

It goes without saying that the present head of PER is committed to continued 
support of the Institute and the comprehensive training program envisaged for 
fiscal year 1955. 
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Although the Heller report, as indicated at the beginning of this memorandum, 
reflects a good grasp of the problems facing PER, it does not treat two major 
problem areas. First, it does not cover in any definitive way the problem of the 
relationship between PER and other areas of the Department, particularly with 
the regional bureaus. Even with the adoption of the management inventory 
control plan, and the changes that would entail, there would remain a substan- 
tial personnel operation within the various operating areas. The question of 
the extent to which these personnel functions should be transferred to PER is 
one of major importance requiring further study by the Department. 

Second, the report does not suggest means of overcoming the difficulty in 
establishing complements on a long-range basis. These difficulties stem from the 
instability of world affairs and the consequent program adjustments, varying 
levels of reimbursements, variations in appropriations, and the like. Accurate 
staffing requirements, therefore, cannot be determined sufficiently far in advance 
to serve as a firm basis for planning long-range recruitment, career development, 
training, and assignment programs. 

There is no ready solution to the above two problems. Both require much 
further study. As a start, PER hopes that the recommendations of the Heller 
report which affect PER can be promptly approved and fully implemented. The 
next immediate step is for O to instruct the various areas of the Department to 
this end. 

There is attached to this memorandum a brief appendix which comments 
upon some wording of the report to which PER takes exception. 


APPENDIX TO MEMORANDUM—WILSON TO WAILES, JUNE 11 


The wording of the Heller report, in a few instances, conveys impressions of 
the role of the Office of Personnel which we believe are not fully warranted. 
Some discussion of these points may be useful. 

1. Paragraph 3 on page 39 contains a series of generalized and unsubstanti- 
ated allegations concerning deficiencies in the personnel program. PER is of the 
opinion that such generalized criticism is inappropriate in the report. To the 
extent that deficiencies were located, they should have been specifically defined 


and suggestions made for their correction. 

2, A similar injudicious and unsubstantiated criticism is made on page 42 
where it is stated that “over the years, many dollars have been wasted in un- 
productive salary expense.” PER considers this statement unwarranted. What 
is meant by “many dollars”? What specific cases support this allegation? None 
has been brought to PER’s attention during the course of the Heller survey. 
In running a worldwide transfer and assignment program for over 5,000 em- 
ployees at more than 270 posts, the possibility exists for isolated cases of ‘“unpro- 
ductive salary expense.”’ In our opinion these are few and far between. The 
percentage of error has been held to a minimum. PER has made some mis- 
takes, but this area of the report could have been more valid if recognition had 
been given to the instability of staffing patterns and, in some cases, their total 
absence. This lack, in turn, frequently goes back to reimbursable funding diffi- 
culties. 

3. While there may be disagreement over whether the Office of Personnel in 
previous years has provided adequate support to the Foreign Service Institute 
(see p. 45), there is little doubt that there is adequate support now within the 
limits of the total resources at the command of PER. This view is shared by 
present officials in charge, and I am somewhat at a loss to know why criticism 
is addressed to the Office of Personnel rather than to the Department generally 
where lack of a clear-cut concept and support for training needs has been evi- 
dent. The Office of Personnel during recent months has been endeavoring to over- 
come this problem by efforts to have operating areas identify the training needs 
and release the manpower required to participate in such training. 

4. The record should be set straight on the role that PER assumes when mak- 
ing classification surveys of other offices (see p. 28). The report implies dupli- 
cation of effort in UNA which a classification survey can correct. Resolving du- 
plication and overlapping of functions between areas of the Department are 
matters beyond PER’s jurisdiction. Our responsibility in such circumstances 
extends only to calling the attention of appropriate officials to instances en- 
countered during normal classification operations. This particular survey is 
occasioned by the reduction in force and the resulting realinement of functions 
and job assignments. 
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Mr. Mountatn. Will you briefly describe your June 11, 1954, reply 
and its contents for the committee? 

Mr. Wixson. It is a report from myself to Mr. Wailes dated June 
11,1954, subject, Report of Robert Heller & Associates, comments 
requested by your memorandum of June 3. 

We touched primarily on three major areas and pointed out that 
the report clearly recognizes the three basic conditions of good per- 
sonnel administration: (1) The requirement for the tools to do the 
job; (2) the organizational location of PER; and (3) conditions of 
good personnel administration, which is the strengthening of Per- 
sonnel authority. 

Then we went through specifically and made comments on specific 
recommendations which the Heller people had made. 

Mr. Mountatn. That is an outline of the structure of your paper, 
but I would like you to summarize briefly the substance of your 
comments, 

Mr. Wuson. To summarize it very briefly 

Mr. Harpy. You had three basic conclusions. Is that correct? 

Mr. Witson. That is right. 

Mr. Harpy. Let us see if we can summarize verbally those three 
conclusions. 

Mr. Witson. First, we felt that the basic thing that the Heller 
Associates were pointing to was that we needed, the Office of Per- 
sonnel needed, additional tools to do a good personnel job. 

Second, organizationally Personnel had been hampered because it 
was too low in the organizational structure. 

The third thing was the strengthening of Personnel authority. 
We appointed out that there had been a diffusion of Personnel au- 
thority for a number of years, and the Heller committee put their 
finger on that, recommended certain organizational changes which 
would bring your Personnel authority into one place. 

Our conclusion was that we felt that the proposals made by the 
Heller Associates were sound, and we supported them wholeheartedly. 

Mr. Harpy. We will take a short recess for rollcall at this point. 

(Short recess taken by the committee). 

Mr. Harpy. Let the hearing resume. 

Proceed, Mr. Mountain. 

Mr. Mountain. Mr. Wilson, I want to clear up just one point be- 
fore we resume on this subject of your comments. 

At this meeting you referred to, where the Heller Associates 
briefed the top officials of the Department on their work, you men- 
tioned that the budget problem was a major subject of discussion ! 

Mr. Wixson. Yes, sir. 

Mr. Mountarn. Who at the conference represented the budget 
side? 

Mr. Wizson. Mr. Wailes was there. My recollection is that Mr. 
Wilber was there, also. They both had responsibilities in that area. 

Mr. Mounvratrn. Referring again to your June 11, 1954, report, did 
you refer to the organizational location of Personnel as hampering 
its effectiveness because it was in the “bargain basement” ? 

Mr. Wixson. Yes, sir. 

Mr. Harpy. That is a very expressive term. Most of us can under- 
stand it. 
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Mr. Mountarn. This is a short summation of your feeling about the 
personnel and location of the personnel in the organizational structure 
of the Department ? 

Mr. Wiuson. Yes, sir, it was when I commented on this report, 
sir. 
Mr. Mountatrn. I believe your memorandum also states that the 
Office of Personnel enthusiastically endorses the basic principles of 
the Heller report which pertain to personnel administration. Is that 
correct ? 

Mr. Wizson. That is correct, sir. 

Mr. Mountain. Did you take exception to any of their judgments? 

Mr. Witson. Not to their major judgments. We took exception to 
certain phraseology and to certain statements which were nile in the 
Heller report. We added those as an appendix to the memorandum of 
Wilson to Wailes on June 11. 

Mr. Mountain. They were not major differences of opinion, 
however ? 

Mr. Witson. No, sir. We were flyspecking the report. The major 
conclusions we concurred in, but we did take exception to certain state- 
ments which had been made. 

Mr. Mounratn. One recommendation of the Heller firm was that 
there be a segregation of “pipeline” Foreign Service personnel in order 
to keep ~ more consistently filled. Will you discuss this aspect in 
terms of your operation ? 


Mr. Winson. Yes, sir. Let us take a post which has authorized 100 
people. The travel time involved in getting from Tokyo to the United 


States to go on home leave, the 60-day statutory home leave to which 
they are entitled, the necessary debriefing when they come out of one 
geographic area, the necessary briefing prior to their going to their post 
ina second geographic area, is as much as 90 to 120 days. 

In the meantime the individual is charged against a specific post, 
he is not available to the post to do the work, even though he is charged 
there. 

This means that to the extent that people are in motion or on home 
leave, while they are charged to a post, the post gets absolutely no 
benefit of the individual. 

What the Heller Associates recommended was that a special fund 
be set up so that when an individual comes out of a post for trans- 
fer, and during the period of time that he is on home leave, that he be 
charged against a man-in-motion fund and not be charged against a 
post where he is not located and not doing actual work of the mission. 
_ Mr. Harpy. How much time would you say is involved in this man- 
in-motion thing ? 

Mr. Witson. It could run between 3 and possibly 4 months, sir. 

Mr. Harpy. That is for travel time, briefings, and debriefings? 

Mr. Wison. And 60-day statutory home leave. 

Mr. Harpy. That cain the home leave? 

Mr. Wirson. Yes, sir. 

Mr. Harpy. The maximum is about 4 months, you say? 

Mr. Wirson. That would be an extreme example, sir. 

Mr. Harpy. You can have as high as 2 months involved in travel 
and the necessary briefing? 

64302—56—pt. 1——17 
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Mr. Wiutson. That would be an extreme case, sir. But where you 
have an individual traveling by boat, let us say, from Djakarta to ‘the 
United States, that is quite a lengthy boat trip. I think the time there 
is something like 3 weeks. 

Mr. Harpy. Is that a 2-way proposition, 2-way travel ? 

Mr. Witson. Yes, sir. 

Mr. Harpy. Going and coming? 

Mr. Wirson. That would be going from post A to the United States, 

Mr. Harpy. Sixty days in the United States and then going to 
post B? 

Mr. Witson. That isright. Normally it takes from 3 to, in extreme 

vases, 10 days for a debriefing, and before they go to their new post 
it will take from 3 to 10 days for a briefing as to what the problems 
are before they actually leave the United States. 

Mr. Mountatn. Have you a percentage figure, or has the Depart- 
ment a percentage figure, reflecting how much time in a total sense 
is involved in their man-in-motion operation 4 

Mr. Wiison. The Heller committee came up with an estimate of 
about 25 percent. However, they look into consideration factors other 
than what we would recommend for man in motion. They took in 
local sickness, local leave, and certain training time. 

When we speak in the Office of Personnel about man in motion, it 
primarily consists of travel, home leave, and the necessary briefings 
in the Department coming from and going to the post. 

Mr. Mounratn. Is there a percentage figure which you use to cover 
these factors ? 

Mr. Wrison. In all of our discussions it runs about 15 percent. 

Mr. Harpy. What do you mean? 15 percent of your total person- 
nel are in this man-in-motion status? 

Mr. Wixson. Should be in the man-in-motion status. 

Mr. Harpy. It sounds awfully high to me. 

Mr. Mountain. This means, does it not, Mr. Wilson, in your exam- 
ple of the post. with a staffing pattern recorded as 100 people, that if 
this figure applies directly, only 85 of those people will be on board 
actus ly working at the post at any given time ? 

Mr. Winson. That would be the maximum; yes, sir. 

Mr. Mounrarn. Although the staffing pattern shows they have 100 
people ? 

Mr. Wirson. Yes. I might point out, sir, on this same problem 
which also is quite a thorny problem to certain other agencies, one 
of the other agencies has used a man-in-motion figure of 16 percent, 
so I think you | will find it is generally the same problem irrespective 
of what the agency is, if they have an overseas operation such as we do. 

Mr. Harpy. That percentage would not be as high with respect to 
domestic personnel ? 

Mr. Witson. No, sir. 

Mr. Mountain. Was this recommendation of the Heller report 
implemented ? 

Mr. Witson. No, sir; it has not been. 

Mr. Mounrtatn. Did you recommend its implementation ? 

Mr. Wrirson. Yes, sir. 

Mr. Mountarn. Will you state the circumstances under which you 
recommended its implementation ? 
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Mr. Wirson. In the memorandum of June 11 commenting on the 
Heller report 

Mr. Harpy. That is where you made your recommendation that this 
be put into effect? 

Mr. Witson. That was the first recommendation. 

Mr. Harpy. You made some subsequent ones? 

Mr. Wirson. Yes, sir. We have made several subsequent recom- 
mendations that the man-in-motion problem be recognized and that 
steps be taken to establish a man-in-motion fund. 

Mr. Mountatn. Was the decision ever made to implement this, to 
your knowledge ? 

' Mr. Wirson, I think within the Department we could say “yes.” 
Mr. Harpy. You mean the Bureau of the Budget turned it down? 
Mr. Wixson. Yes, sir. 

Mr. Harpy. I just guessed that. That is completely out of the blue, 
but let us see if we can explore that a little bit. 

Is it your testimony that the Department of State did recommend 
that this man-in-motion thing be recognized and a separate account- 
ing made for it? Is that the idea? 

Mr. Wirson. In our presentation of the budget for 1956 we went 
to the Bureau of the Budget with a request for the establishment of 
a separate item which would be the man-in-motion fund. We pre- 
sented that to them very forthrightly. 

Mr. Mounratn. In connection with fiscal year 1955, or during fiscal 
vear 1955, was there a decision made within the Department to imple- 
ment the man-in-motion idea? 

Mr. Witson. I would like to respond in this way, sir: 

It was agreed that the Office of Personnel would make a presenta- 
tion to the Bureau of the Budget requesting a man-in-motion fund be 
specifically established. 

Mr. Mountain. Who agreed to this? You say it was agreed? 

Mr. Wirson. Yes, sir; as I recall, Mr. Saltzman made the final 
decision to go ahead with that. 

Is that not correct, Mr. Wilber ? 

Mr. Wiper. That is correct. 

Mr. Mounrarn. This would be during calendar 1954? 

Mr. Wirson. Yes, sir; as I recall that was about October or No- 
vember of 1954, sir. 

Mr. Mounrarn. And it was after that point that the Bureau of the 
Budget turned down the idea of a man-in-motion fund ? 

Mr. Witson. I would rather put it this way: That the Bureau of 
the Budget did not concur and did not authorize us to make the pres- 
entation to the Congress of the United States. 

Mr. Harpy. That is all right. You can put it that way but we 
understand it both ways. ; 

Mr. Mounrary. Was there a later renewal of this idea within the 
Department ? 

Mr. Witson. Yes, sir: it has been discussed, I would say, off and 
on since 1954, and it has been the subject of many discussions within 
the Department. 

Mr. Harpy. Who made the presentation before the Bureau of the 
Budget in support of it? 

Mr. Wirson. I did, sir. 

Mr. Harpy. Anybody else help you? 
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Mr. Witson. Yes, sir; the 4 regional bureaus supported it, I think, 
with possibly 1 exception. 

Mr. Harpy. Four regional bureaus supported it? 

Mr. Wison. With possibly one exception. 

Mr. Harpy. Do you recall which one that was? 

Mr. Wuson. I don’t know who that was. 

Mr. Harpy. When we get Mr. Wilber we may ask him some of these 
same questions. 

Mr. Mountarn. Do you know what reasons the Bureau of the 
Budget gave for turning this down? 

Mr. Wison. I have aw: although I do not know personally, 
that they felt that the man-in-motion factor was actually contained 
in the staffing pattern of the regional bureaus. 

Mr. Mountain. Then your request before the Bureau of the Budget 
was for additional funds above and beyond the established staffing 
patterns to maintain a man-in-motion fund ? 

Mr. Wuson. In essence that is correct; yes, sir. 

Mr. Harpy. You were asking for more money. If you were going 
to have a man-in-motion fund and carry out the same idea which has 
been carried out in the past, you would have reduced the request to 
the regional bureau. Is that right? 

_Mr. Wuson. That was the position the Bureau of the Budget took, 
sir. 

Mr. Harpy. It sounds like a good position. That is why you ran 
into trouble with the regional bureaus, then. 

Mr. Wuson. Well, yes. I think in essence that is correct. The 
regional bureaus felt that they had to have an addition to their present 
strength, and the presentation we made in effect set up a fund of 
money for the man in motion. 

The bureaus had submitted their budgetary requests justifying 
what they needed as on-board strength in order to carry out their 
mission. 

The Bureau of the Budget took substantially the position you have 
just expressed, that this in effect was an addition thereto, that they 
had the feeling that the geographic bureaus had the man-in-motion 
problem included in their present staffing pattern. 

Mr. Harpy. So the geographic bureaus were willing to go along 
with the man-in-motion separate fund as long as you didn’t reduce 
anything they had complete control of already ? 

Mr. Wuson. The answer to that is “Yes and no.” They were will- 
ing to go for the man-in-motion fund. Their contention was that 
they needed X number of people on the job to do the mission which 
was assigned to the particular post. 

Once the decision had been made by the Bureau of the Budget, that 
washed the situation up for that particular year. Who was going to 
control the money, if the Budget Bureau acceded to our request, had 
not been resolved at that particular time. We were willing to go for 
the additional money. Once the money had been made available then 
a decision would be made as to who would actually control the salary 
fund for the man in motion. 

Mr. Harpy. As a matter of fact, then, the geographic bureaus wert 
hoping that this might prove to be a device through which they could 
get a little more money? 

Mr. Witson. I wouldn’t want to draw that conclusion, sir. 
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Mr. Harpy. Of course you wouldn’t want to say anything disparag- 
ing about anybody, and that is fine, but that is the conclusion that 
] get. 

Hes is the kind of situation they were in: They didn’t get the sepa- 
rate fund for the man in motion, so they have to carry that man in 
motion in their regular staff now, don’t they? 

Mr. Witson. That is right. 

Mr. Harpy. And they have to pay for him out of the money that 
was allowed ? 

Mr. Wirson. That is right. 

Mr. Harpy. If they had that thing separated out it would have 
been just as well for them, they would have been just as well off as 
they are now? 

Mr. Witson. That is right. 

Mr. Harpy. But they wouldn’t agree to that unless you got a sepa- 
rate amount for the man-in-motion, which would give them an oppor- 
tunity to have more people on duty steadily. 

Mr. Witson. That is right. 

Mr. Harpy. So in effect they were going to increase their staffing 
by this procedure. 

Mr. Witson. They would increase the number of effectives on the 
job; that is correct, sir. 

Mr. Harpy. Proceed. Maybe they needed them, I don’t know. 
But I am impressed by this one thing. After they didn’t get the man- 
in-motion proposition approved, did they request additional funds 
for their own direct personnel ? 

Mr. Witson. They did. 

Mr. Harpy. And they didn’t get that, either. Is that right? 

Mr. Wiser. They got part of it, Mr. Chairman. 

Mr. Harpy. They got part of that so the Bureau of the Budget 
said, “We will not give you the man-in-motion because that, in effect, 
is increasing your personnel costs.” They they turn around and ask 
for more personnel money and they give it to them. 

I will be darned if that is not beautiful inconsistency. 

Mr. Witson. Any increase they requested in order to carry on the 
function of the mission was included in their submission at the same 
time that we made the submission for the man-in-motion fund. So, 
In my opinion, they acted in good faith. Then did not, after the 
decision was made not to allow the man-in-motion, subsequently 
come in for additional funds for personnel. . 

Mr. Harpy. That was the question I raised, or intended to raise, 
4’ moment ago. 

Then it is your testimony that the increase in funds which they got 
was included in their original request < 
« Witson. Concurrently with the request for the man-in-motion 

und. 

Mr. Harpy. That is a little different. 

; =) Witson. So in my opinion, sir, they acted in absolute good 
ath. 

Mr. Harpy. But they would have been just as well off, in view of 
the fact they didn’t get any more money for the man-in-motion, they 
would have been just as well off if a certain amount of the money they 
did get had been earmarked ? 7 
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Mr. Witson. That would be right from a practical, effective work- 
ing complement at the post; yes, sir. 

Mr. Mountarn. Was this problem of man-in-motion reconsidered 
since that time, or within the last couple of months ¢ 

Mr. Witson. Yes, sir; it has been considered on at least two occa- 
sions. When we made our flash estimate for 1957 the Department 
requested a man-in-motion fund again. 

We feel that we have a much better opportunity to obtain the 
Bureau of the Budget approval for two basic reasons. 

No. 1, they did allow a man-in-motion fund for one of the other 
agencies, which is in a somewhat similar position to what we are; and 
1 think there is a little greater recognition as to the problems which 
the Department of State has in their overseas operations. 

So we feel that for those two basic reasons we had a better oppor- 
tunity in our budget presentation for fiscal 1957 to actually persuade 
them that the man-in-motion fund is a basic requirement. 

Also the Bureau of the Budget has made available to certain of the 
agencies an analyst of theirs to go into this man-in-motion problem 
quite thoroughly. We are hoping that as a result of his study, his 
observations, that he will in effect support the view which we have 
taken for some period of time. 

Mr. Mountain. Was there not also a proposal in the Department 
that a percentage of the funds given to the geographical bureaus be 
withdrawn and held in a central man-in-motion fund ? 

Mr. Witson. Yes, sir; that was discussed. 

Mr. Mountain. Was it ever decided upon within the Department! 

Mr. Wixson. There was a tentative decision that we would do it; 
yes, sir. 

Mr. Mountarn. Who reached this decision ? 

Mr. Wison. That was reached, I believe, by Mr. Carpenter and 
Mr. Henderson. 

Mr. Harpy. But it was never done? 

Mr. Witson. No, sir; it has not as yet been done. 

Mr. Harpy. You got the money lately for the new year? 

Mr. Witson. That is correct, sir. 

Mr. Mountarn. Do we understand that within the Department the 
administrative area concurred in a decision to withdraw money from 
the regional bureaus to set up a man-in-motion fund ? 

Mr. Wuson. I believe that is correct, yes, sir. 

Mr. Harpy. So it may not be a forlorn hope to anticipate something 
like this might yet develop ? 

Has there been any final decision not to put it into effect? 

Mr. Wuson. The present operation, sir, does not contemplate put- 
ting it into effect. 

Mr. Harpy. Then we will have to pursue that with Mr. Carpenter 
when we get him back. 

Mr. Mountarn. Implementation of this plan, however, would have 
affected the control of all American Foreign Service salaries by the 
regional bureaus? 

Mr. Wison. No, sir; just that portion pertaining to man-in-motion. 

Mr. Mountain. It would have withdrawn some of the funds that 
they presently control and put them into a man-in-motion fund held 
centrally ? 

Mr. Wuson. That is right; yes, sir. 
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Mr. Harpy. Do you know what the reaction of the geographic 
bureaus was to that? 

Mr. Wirson. They were not very happy about it, sir. 

Mr. Harpy. That is what I would have expected. The fact of the 
matter is I expect you have stated that very charitably. 

Mr. Mountain. To your knowledge, was it their objection to it 
that overruled the A area’s decision to carry this out ? 

Mr. Witson. No, sir; I do not, sir. 

Mr. Mounratn. In the Heller report there is a recommendation to 
transfer authority to obligate all American Foreign Service salaries 
from the regional bureaus to the Office of Personnel. Was that pro- 
posal implemented 2 

Mr. Wirson. No, sir. 

Mr. Mountarn. Would you discuss the operating problems within 
the Office of Personnel that in your opinion arise out of control of 
Foreign Service salaries and expenses funds by the regional bureaus? 

Mr. Witson. The job of the Personnel Office is to get the right man 
to the right place at the right time in order to doa job. That in itself, 
when you have some 270 posts overseas plus 2 major posts here in the 
United States, is difficult and a tough problem. But when you have 
to tie that to the problem of having ‘the right amount of salary at the 
right place at the right time to ace ommodate the man then the problem 
becomes complies ited. If we assume that everybody on the Depart- 
ment of State payroll is going to be paid, because it is law, then from 
the standpoint of the Office of Personnel it would be much easier 
to make the appropriate assignment if the salaries were centrally con- 
trolled. I think that is the essence of the problem. 

Mr. Harpy. What you are saying is that sometimes you find your- 
self with more people on the payroll and more actually authorized 
to be paid than you can control the money for ? 

Mr. Wirson. Not necessarily from a total standpoint. We can 
usually with pretty good preciseness control’ that. But we can find 
ourselves in a situation where one bureau is over a few people and 
another bureau is under a few people. Now, you do have inequalities 
between the bureaus. 

Mr. Harpy. Do you have trouble getting enough money to pay the 
people when it is over ? 

Mr. Witson. That is right: yes, sir. There is another thing: In 
the past I am not sure that all money which was made available for 
personnel has been used for personnel. Now, I do not say that I can 
prove that with any finality, but that is a problem which— 

Mr. Harpy. I believe we have testimony to that effect in the record 
already. That is something we are probably going to have to explore 
a little bit further before we get it 

Mr. Mountain. Well, how does this lack of knowledge of where the 
funds are or this lack of central control affect your planning? 

Mr. Wirson. Obviously, if you are in a position where you cannot 
transfer an individual from one regional bureau to another regional 
bureau it makes it rather difficult for our planning for assignments 
and transfer. What we try to do, because we feel that it is good 
personnel management, is to line up our transfers about 6 months 
ahead. If we run into a situation where a regional bureau, because of 
financial limitations or something of that nature, cannot take 1 man, 
it can very well affect the transfer of about 5 or 6 elie people. 
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Our job is a big game of checkers, you might say. Before you can 
ut A into one post, you have to have a vacancy. When you pull A 
into that post you have got to plan to move the chap whose position he 
is taking. You have to plan to move him out. You have to plan at 
the expiration of his home leave to have him assigned to a third post. 
You are constantly making your moves of one individual based on 3, 
4, or 5 other individuals. 

Mr. Harpy. We are going to have to sign off here again. I hate to 
interrupt at this point, but I think we had better. The committee will 
stand adjourned to reconvene in this room at 2 o’clock. 

(Thereupon, at 12:05 p. m., Monday, August 1, 1955, a recess was 
taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m. pursuant to recess.) 

Mr. Harpy. Let the subcommittee come to order. Mr. Mountain, 
please pick up where you left off. 

Mr. Mounrtarn. Mr. Wilson, at the recess you were discussing the 
impact on your planning of the decentralized control of American 
Foreign Service salary fund. Do the observations you made regard- 
ing this control apply to the development of programs for recruit- 
ment, rotation, transfer, and assignment ? 

Mr. Witson. Yes, sir. The more stability that you have on funds 
for those purposes the more precise planning you can do and the 
more precise recruiting you can do to fill your needs. 

Mr. Harpy. How much actual responsibility do you have for trans- 
fer and reassignments ? 

Mr. Wutson. The major portion of it, sir. I say that for this reason: 
Under the Office of Personnel we have the control of the assignment 
procedure. We exercise that because of the interest of many areas 
within the Department and without the Department through a 
mechanism which we call the Assignment and Appointment Board. 

Mr. Harpy. The Assignment and Appointment Board? 

Mr. Witson. Yes. siz. This particular board is chaired by a mem- 
ber of my office, and sitting on the board are the executive directors, 
or their representatives, of the four geographic bureaus, a representa- 
tive of the security and consular affairs area, a representative of the 
Department of Labor and a representative of the Department of 
Commerce. 

Mr. Harpy. Why do you have Labor and Commerce on there? 

Mr. Witson. They form a part of the unified Foreign Service. 
The labor attachés and the commercial attachés are a part of our 
personnel system. 

Mr. Harpy. They are State Department personnel ? 

Mr. Witson. Yes, sir. 

Mr. Harpy. You do not have agriculture? 

Mr. Witson. Well, we did have agriculture, until Congress passed 
an act in 1954 which set the agricultural program up as a separate 
organization under the direct jurisdiction of the Department of 
Agriculture. 

Mr. Harpy. To get back to this board, do I understand that this 
board actually fits qualifications of individuals to requirements of a 
particular assignment ? 
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a can 

ull A Mr. Wiutson. Yes, sir. That is the purpose of having the board 

on he meet. 

an at Now, occasionally you do not get unanimity of opinion. When 

post. that happens we give the interested agencies, the interested bureaus, 

on 3, an opportunity to cite their objections to the appointment. We con- 
sider the matter very carefully and then we make the final decision. 

ate to Mr. Harpy. How much say does the individual being assigned have 

2 will in connection with it ? 

Mr. Wirson. None, sir. 

3 was Mr. Harpy. An individual cannot request a transfer to a specific 
assignment or a specific post ? 

Mr. Wirson. He can make such a request; yes, sir, but the control- 
ling factor is the convenience of the Government, not necessarily the 
convenience of the individual. 

) Mr. Harpy. That means all things to all people. 

atain, Mr. Wison. That is correct, sir; but our problem is simply this: 
We have a number of posts which are not too desirable and which 

g the we must have people assigned to. 

rican Mr. Harpy. Suppose you made the assignment of an individual to 

gard- a particular post. Does that mean that the particular bureau having 

cruit- | jurisdiction over that post would have to take him ? 

Mr. Wixson. If we made the final decision that he was going into 
funds that post we would make the assignment. Now, the regional bureau 
d the might not like it and they would have the opportunity of appealing 

the assignment to either the Controller or to the Deputy Under 
trans- Secretary of State. 

Mr. Harpy. You have indicated that you do not always have 
ason : unanimity of thought in connection with the actions of the Board. 
iment Suppose that an individual bureau says, “We just do not want this 
areas fellow,” could they not say to you, “We are just not going to take him” ¢ 
igh a Mr. Wirson. They could, but since I have been there I have insisted 
soard. that if we feel this is the right action to take we have issued the trans- 


fer order and, frankly, stood our ground to see what was going to 
mem- happen. 


ctors, Mr. Harpy. What did happen ? 
senta- Mr. Wirson. In a vast majority of cases the assignment sticks. 
of the Mr. Harpy. Occasionally they tell you they are already completely 
nt of budgeted and they have not got a billet for him ? 

Mr. Wirson. That has happened in the past occasionally ; yes, sir. 
2 Mr. Harpy. How long has it been since that has happened ? 
rvice. Mr. Wirson. I cannot recall of any within the last 6 months or 12 
f our months. I would say almost definitely it has not happened within the 


last 6 months. 

_Mr. Harpy. That is not too long a period. It does happen occa- 
sionlly. What do you do if the bureau says, “Sorry but we have all 
of our funds budgeted; we just cannot take this fellow on”? What 


yassed do you do in that case ? 

yarate Mr. Winson, Well, we have had to do that here—oh, the tail end of 

nt of last year. We have actually gone back and tried to balance off with the 
regional bureaus to see if a determination could be made as to whether 

t this they did or did not have funds. 

s of a Mr. Harpy. Did they let you look at their books? 


Mr. Wirson. We did not look at their books: no, sir. 
Mr. Harpy. So you do not know whether they did or did not? 
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Mr. Wuson. That is correct. From the standpoint of my being 
able to verify their books, that is correct. 

Mr. Harpy. So in the final analysis if they do not want a particular 
individual you assign to them they can tell you to go jump in the lake, 
“We do not have money for him,” and you do not know whether they 
do or do not ¢ 

Mr. Witson. That has happened; yes, sir; but specifically I cannot 
recall that it has happened for at least 6 months, and I am inclined to 
think it has not happened for pretty close to 12 months. I can think 
of no specific instance where I could prove that was the case. 

Mr. Harpy. You cannot recall instances of that kind ? 

Mr. Wixtson. In the past, when I first got down to the Department 
of State, that has hs appened 3 yes, sir. 

Mr. Harpy. Do you recall specifically whether or not you had a case 
when the Heller people were actually operating down there? 

Mr. Wirson. I cannot recall that we specifically had a case at that 
time or not. 

Mr. Harpy. I got the impression from some of the stuff that I have 
read in the Heller documents that such cases as that did come up. I 
am not sure whether it was indicated they came up while they were 
there or not, but I was under the impression they did. I was trying 
to find out if my impression was accurate. 

Mr. Witzer. Mr. Chairman, I think that is mentioned in one of 
their documents. 

Mr. Harpy. I think there is something of that kind there myself, 
but I was trying to be sure. 

Mr. Wuson. I cannot recall a specific case, but it may well have 
been that they would have a specific case that they had personal 
knowledge of. 

Mr. Mounrarn. Mr. Wilson, were you asked in May of 1954 to com- 
ment on this problem of Foreign Service salaries in connection with 
the Heller report ? 

Mr. Wuson. I believe I was, yes, sir; as a part of the overall Heller 
report. 

Mr. Mountain. I have specific reference to a memorandum from 
you to Mr. Morton through Mr. Wailes dated May 11, 1954. 

Mr. Witson. Right, sir. 

Mr. Mountarn. Which starts off with the statement— 

You will recall the discussion at your staff meeting concerning the Heller 
proposal and the control of Foreign Service salaries as a necessary step to in- 
prove personnel management. 

Mr. Witson. Yes, sir. 

Mr. Mountarn. I refer you to the final three paragraphs in your 
memorandum of that date. Would you read those three paragraphs 
for us, please. 

Mr. Witson. Yes, sir. 

PER is impressed with the fact that the regional bureaus have been able 
virtually without exception to provide the necessary salary funds for any assigt 
ment which is palatable to the bureau. Conversely, the bureaus have been unable 
to accept the salary obligations for less desirable actions without extensive and 
time-consuming negotiation. : 

The issue with respect to the Heller proposal is clear. The objective }s 
improved personnel management. It can be improved by eliminating two of 
our major stumbling blocks, both of which are caused by a decentralized contro! 
over salary funds. 
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For these reasons I helieve the comprehensive Heller study with respect 
to PER control of American salary and allowance funds is sound and should 
be adopted at the earliest possible moment. In addition, I find considerable 
merit to the remainder of the Heller proposal, as it pertains to other improve- 
ments suggested for the Office of Personnel. 

Mr. Harpy. Do you still subscribe to those thoughts ? 

Mr. Witson. I definitely do for the last two paragraphs. On this 
first paragraph that I read, the bureaus take rather violent exception. 

Mr. Harpy. That is the kind of statement you could subscribe to 
easily if it is kept within your organizational circles, but when it gets 
out into the open there are a lot of things said. 

Mr. Witson. That is right, sir. If I may go off the reeord—— 

Mr. Harpy. The fact that this just happens to be getting out into 
the public scrutiny now does not alter the accuracy of the statement 
at the time it was made. It very definitely reflects, to my mind, the 
feeling that you must have entertained at that time. 

Mr. Witson. I felt very strongly that way sir, and I must confess 
that since the time that I wrote this particular memorandum we have 
had to stop our operation to some extent and sit down with the regional 
bureaus and try to balance their books. 

Mr. Harpy. Will they even do that? 

Mr. Witson. We had to do it. We finally came to an agreement 
that there either was or was not money to handle a particular situation. 

Now, there is one other factor which entered into the situation, and 
again it is a statement which I was firmly convinced of and I am still 
convinced of—up to the beginning of this fiscal year or just prior to 
this fiscal year—that there were many occasions where money which 
should have gone for salaries for at least good reasons in the geo- 
graphic bureaus’ minds was diverted to things. Now, every time that 
occurred it meant that the total number of personnel which could and 
should be on board could not be brought on board because of a limita- 
tion of salary money. 

Mr. Harpy. I am getting more and more of the opinion that the 
manner in which funds are appropriated to the State Department is 
going to have to be changed. Frankly, as this thing progresses and our 
picture of it becomes clearer, it becomes clearer to me that the State 
Department has been getting away with a whole lot of practices that 
are undesirable insofar as budgeting procedures and funds control 
are concerned. 

Mr. Carpenter, I get back to what I said before: I do not think you 
have enough authority to do the kind of job required of you. 

Mr. Mountain, you want to make this memorandum a part of the 
record ; that is, the memorandum of May 11, 1954. 

Without objection it will be made a part of the record. 

(The memorandum of May 11, 1954, is as follows:) 


May 11, 1954. 
To: O, Mr. Morton. 
Through: A, Mr, Wailes. 
hee PER, George F. Wilson. 
Subject: Personnel management improvement and control of Foreign Service 
salaries and allowances. 


You will recall the discussion at your staff meeting concerning the Heller 
Proposal on the control of Foreign Service salaries as a necessary step to im- 
Proved personnel management. The point was made that there is no necessary 
relationship between centralized control of positions and salary dollars. It 
Was stated that PER could operate as effectively if it were to concern itself only 
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with the filling of positions, the salaries for which were under the control of 
the regional bureaus. This, in essence, is the present system. 

I must disagree strongly with this argument for the evidence appears to 
rest on the other side. The assignment of an employee to a position under any 
personnel system is dependent upon the availability of (1) an employee to 
assign, and (2) a budgeted position for which funds are available at the time 
of the assignment. The present system places in PER responsibility for the 
placement of employees and in several other offices responsibility for the payment 
of salaries of employees. Our experience has been that this system has not 
always matched the placement of “the right man, in the right job, at the right 
time” with the corresponding fiscal arrangement of “the right amount of salary, 
in the right place, at the right time.” 

The present system has created two major stumbling blocks to effective per- 
sonnel management. These are: 

1. Lack of firm staffing patterns, and 

2. A veto power in the regional bureaus over transfers and assignments 
which is an inherent result of the present awkward procedure of splitting 
the control over the movement of personnel and the payment of their 
salaries. 

Staffing patterns have been subject to frequent and sometimes radical changes 
in excess of those which would appear to be the normal changes required to 
meet shifts in workload. In all fairness some of this change is caused by the 
fact that reimbursements have not been firmed up early in the fiscal year. 

I cannot establish, but I strongly suspect, that another major cause is the 
practice of diverting salary funds for nonsalary purposes which is a rather 
ordinary temptation to the manager who is responsible for providing both 
salary funds and facilities for an area. PER must know what the manpower 
needs of the posts are as reflected by accurate staffing patterns supported by 
available salary funds in order to operate an effective placement program to 
recruit for those skills which the present manpower resources of the Foreign 
Service cannot supply. Centralized control of salary funds will assure mainte- 
nance of the highest possible level of employment and implementation of a 
planned personnel program. 

PER is impressed with the fact that the regional bureaus have been able 
virtually without exception to provide the necessary salary funds for any assign- 
ment which is palatable to the Bureau. Conversely, the Bureaus have been un- 
able to accept the salary obligation for less desirable actions without extensive 
and time-consuming negotiation. 

The issue with respect to the Heller proposal is clear. The objective is im- 
proved personnel management. It can be improved by eliminating two of our 
major stumbling blocks, both of which are caused by a decentralized control over 
salary funds. 

For these reasons I believe the comprehensive Heller study with respect to 
PER control of American salary and allowance funds is sound and should be 
adopted at the earliest possible moment. In addition, I find considerable merit 
to the remainder of the Heller proposal, as it pertains to other improvements 
suggested for the Office of Personnel. 


Mr. Mounrarn. Mr. Wilson, since your reply to Mr. Morton through 
Mr. Wailes, dated May 11, 1954, about your position re control of 
American Foreign Service salaries were you again asked, after Mr. 
Carpenter was on board, to comment on this same problem ? 

Mr. Witson. Yes, sir; I believe I was. 

Mr. Mountain. Did Mr. Carpenter on July 2, 1954, write to you 
and the executive directors of the regional bureaus and to a repre- 
sentative from the Office of Budget and Reports asking for your 
comments ? 

Mr. Witson. Yes, sir. May I point out, sir, that there is a classi- 
fication on this document ? 

Mr. Carpenter. I removed it. 

Mr. Wixson. You have removed it? 

Mr. Carpenter. Mr. Chairman, I removed that classification, sir. 

Mr. Harpy. Thank you, Mr. Carpenter. 





rol of 


irs to 
r any 
fee to 
» time 
ir the 
yment 
iS not 
right 
alary, 


€ per- 
ments 


litting 
their 


anges 
red to 
»y the 


is the 
rather 
' both 
power 
ed by 
am to 
oreign 
ainte- 
of a 


1 able 
ssign- 
on ul- 
ensive 
is im- 
of our 
lL over 


ect to 
ld be 

merit 
ments 


‘ough 
‘ol of 
r Mr. 


> you 
epre- 
your 


ADMINISTRATION OF OVERSEAS PERSONNEL 263 


Mr. Mounrarn. And you replied to this request of Mr. Carpenter’s 
on July 8, 1954? a” 

Mr. Witson. Yes, sir. For the record may I say that the classifica- 
tion on this document is also lifted in view of the lifting of the classi- 
fication on the preceding document which was mentioned. 

Mr. Mountarn. Did you in this July 8, 1954, reply reaffirm your 
previous position regarding American salaries ? 

Mr. Witson. Yes, sir; I did, sir. 

Mr. Mounrarn. Mr. Chairman, I request permission to introduce 
both of those documents into the record. 

Mr. Harpy. Without objection, it will be granted. 


(The documents are as follows :) 
DEPARTMENT OF STATE, 
ASSISTANT SECRETARY, 
July 2, 1954. 
Memorandum for: ARA, Mr. Czayo. 
EUR, Mr. Pollack. 
FE, Mr. Capella. 
NEA, Mr. Ford. 
PER, Mr. Wilson. 
OBR, Mr. Schuler. 
Subject: Heller recommendations on personnel management. 


As discussed in our meeting yesterday, the Wriston Committee rejected, tempo- 
rarily at least, the proposals made by Robert Heller & Associates with respect to 
staffing complements and related financial controls. 

I have been instructed by the Under Secretary for Administration to again 
review these proposals in the following terms: 

“You will recall that the Public Committee rejected the Robert Heller proposal 
that control of American salaries should rest in the Office of Personnel. I believe 
you should reexamine this conclusion and present your recommendation to me. 

“May I have a progress report on this problem of personnel records and satistics 
by July 12?” 

Attached is an excerpt from the Heller report of the recommendations dealing 
with this subject which must be considered in carrying out the above instructions. 

It would be most helpful if you would give me a memorandum setting forth 
your views and comments on the feasibility of adopting these proposals. These 
memoranda would, I presume, contain an objective appraisal of the effect of 
the several proposals on your administrative operations together with an analysis 
of the advantages as well as any disadvantages which might accrue. It would 
be pertinent also to include a statement of the present staffing and related costs 
in the geographic bureaus as well as the contemplated costs in the Office of 
Personnel in connection with the operations covered by the recommendations. 

In view of the uniformity or similarity of the existing operations and responsi- 
bilities of the geographic bureaus on personnel matters a single memorandum 
representing the consensus of the four bureaus will suffice. 

So that each of you may have cognizance of all the issues and considerations 
developed during your analysis of the recommendations, I would suggest that 
copies of all three resultant memoranda be furnished to each of you. 

In order that we may meet the rather tight deadline set for resolution of my 
recommendation to the Under Secretary, I would urge that you give immediate 
attention to this matter. 

I. W. CARPENTER, Jr. 


Excerpr From REPorT OF Ropert HELLER & ASSOCIATES DEALING WITH PERSONNEL 
MANAGEMENT 
Recommendations 


In view of conclusions reached, a series of enabling recommendations were 
made with respect to basic steps necessary to establish a workable management 
inventory control system. They were concerned with development of realistic 
Staffing patterns, improvement in assignment procedures, and strengthening the 
administration of these functions in the Office of Personnel. 

To improve procedures with regard to staffing patterns, it was recommended 
that authority and responsibility for development of methods for use of regional 
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bureaus in fixing the number and qualifications of personnel required at ali 
foreign posts should be centered in the Office of Personnel. It was also recom. 
mended that regional bureaus should be obliged to adhere to the uniform methods 
thus established. 

Another recommendation required the Office of Personnel to incorporate in its 
procedure a method for calculating and controlling the number of Foreign Service 
personnel in transit, in training, or on leave so that personnel deficiencies at 
posts could be recognized and corrected. In other words, it was proposed clearly 
to segregate personnel in the pipeline from those on active duty in the interests 
of keeping positions at posts more consi: tently filled. 

To improve personnel assignment, it was recommended that authority and 
responsibility also be centered in the Oifice of Personnel to develop a standard 
procedure for assignment of personnel to foreign posts. In this connection, it 
was recommended that the Office of Personnel be given sole authority to obligate 
Salary and allowance funds for American Foreign Service personnel at foreign 
posts or in transit, in training, or on leave. 

It was, of course, recommended further that the Office of Personnel maintain 
the management inventory control system. In order to provide the Office with 
sufficient qualified people to administer the system, it was recommended that 
selected administrative personnel in the regional bureaus now engaged in assign- 
ment work be transferred to the Office of Personnel. 

In conclusion, it should be noted that on May 1 management was engaged in 
efforts to start installation of the management inventory control system, at an 
early date, along lines recommended and consistent with the installation pro- 
cedures which have been submitted. 

It is recognized by them that the proposed system would also serve as a pattern 
for the installation of similar methods for control of Department personnel. 
Centralization of authority for utilization of personnel is essential to effective 
personnel management and, through more productive use of personnel, can 
account for economies of real magnitude. 


JULY 8, 1954. 

To: A, Mr. Carpenter. 

From: PER, George F. Wilson. 

Subject: PER comments on the Heller recommendations on personnel manage- 
ment and the Secretary’s directive of June 30 on personnel records and 
statistics. 

I am transmitting attached a memorandum in response to your memorandum 
of July 2 regarding the Heller recommendations on personnel management. 
Since the decision to be reached on the Heller proposals has a bearing on the 
Secretary’s Directive of June 30, 1954, regarding personnel records and statistics, 
this memorandum will also serve as PER’s response to your memorandum of 
July 1 which transmitted the June 30 directive. 


JULY 8, 1954. 
To: A, Mr. Carpenter. 
From: PER, George F. Wilson. 
Subject : Heller recommendations on personnel management. 


PER’S BASIC POSITION 


In response to your memorandum of July 2, 1954, I have reviewed again with 
my staff the recommendations advanced by Heller with respect to an improved 
personnel management program. Our opinion on these recommendations remains 
unchanged. We firmly believe that they should be adopted by the Department at 
the earliest opportunity for the reasons set forth in my memorandum to Mr. 
Morton dated May 11, 1954 (copy attached). 

Three essentials which are not available to PER at the present time, but which 
would be provided by the Heller recommendations are: 

1. Firm staffing patterns which are necessary to implementation of a sound 
recruitment and placement program ; 

2. Clear authority vested in PER to assign personnel as the service as 4 
whole requires ; and 

3. Improved personnel management records and statistics for use throug): 
out the Department. 
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The adoption of firm, effective staffing patterns in conjunction with the estab- 
lishment of an intransit complement and the transfer of salary funds to PER 
as recommended by Heller will enable the Department to obtain maximum 
utilization of its most important commodity, manpower. 


ADVANTAGES 


The overriding advantage of adopting the Heller recommendations is improved 
personnel management in the Department as reflected in the following principal 
functions of PER: 


1. Recruitment 

The resulting firm staffing patterns will permit both a more accurate appraisal 
of current recruitment needs and a valid projection of and planning for long- 
range recruitment requirements. 


2, Personnel assignments 

The resulting firm staffing patterns, the suggested improvements in the records 
and techniques used by placement officers, and the establishment of clear-cut 
authority in PER for placement of American Foreign Service personnel will 
result in more effective utilization of the Department’s total available manpower. 
These same requisites will also permit substantial improvement in the important 
area of career development. Both of these objectives, in turn, should bring about 
a more economical use of Foreign Service travel funds through a reduction in 
attrition, which means fewer separation trips and appointment trips. A reduc- 
tion should also be possible in the number of direct transfer trips through better 
initial placement actions. 


3. Classification 

A centralized management inventory system would assure a greater uniformity 
in the application of classification codes to the positions in the posts and would 
provide accurate and current information concerning the kinds and levels of 
work performed throughout the service. This will provide better tools to place- 
ment officers, promotion panels, and recruitment and training officers. The infor- 
mation will also materially assist the Board of Examiners in planning examina- 
tions to test for the required skills and aptitudes. 
,. Training 

The existence of firm staffing patterns and the projection of personnel require- 
ments on a long-range basis will make it possible to determine training needs 
and to implement effective training programs designed to fill those needs. The 
ability to assign trainees will also be facilitated by the improvements mentioned 
above with regard to the personnel assignment and career development programs. 


0. Reports and statistics 


Implementation of the Heller recommendations would result in the availability 
of more accurate and timely information, maintained centrally, for use by 
regional bureaus, functional areas, OBR and PER in such important areas as 
personnel strength, status of obligations, vacant positions, availability of per- 
sonnel, and qualifications data. Such reports will result in more effective 
utilization of funds for the employment of maximum numbers of personnel. 


DISADVANTAGES 


Viewed from PER’s standpoint, there are no apparent disadvantages in the 
Heller proposal. Rather, as noted above, the opportunity is present for im- 
portant improvements in personnel administration. Viewed from the standpoint 
of the regional bureaus, PER could foresee two disadvantages in the proposal: 

1. Less flexibility in the control of funds now under the jurisdiction of the 
bureaus, and 

2. A fear of a possible curtailment of participation by the bureaus in reaching 
decisions on personnel assignments. 

With respect to the first of these apparent disadvantages, PER would suggest 
that improved personnel administration providing the maximum number of 
employees to man the posts would more than offset this disadvantage. It is 
clearly recognized at all levels in the Department that our human resources are 
the Department’s principal asset. Any program, which provides for improve- 
ment in the utilization of those resources is, therefore, of such importance that 
it should transcend the interests of bureaus in deference to the greater interests 
of the Department as a whole. 
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The possible fear of the bureaus that the subject proposal will minimize the 
strength of their present voice in determining personnel assignments is un- 
founded. Rather it is PER’s position that the improved personnel records and 
procedures which would follow from adoption of the Heller proposal would 
permit both the bureaus and PER to do a more effective and more expeditious 
4ob around the conference table. 


COST ESTIMATE 


PER has estimated its dollar requirements at'17 positions at $77,500 broken 
down as follows: 





positions | Annual rate 





(1) Budget and fiscal management, posting and maintaining fiscal and per- 

sonnel information on the central inventory Sas : ; $58, 500 
(2) Classification review and approval of personnel changes...._....-----.--. 9, 000 
(3) Statistical reports J 10, 000 


| Number of | 











SUMMARY 


In summary, PER believes that adoption of the Heller proposal will: 

(1) Improve our present operations in all facets of personnel administration 
and thereby, 

(2) Permit the Department to utilize more effectively our total manpower 
resources. 

Mr. Mountain. Now, in your memorandum to Mr. Wailes of June 
11, 1954, to which we referred earlier today, you refer to the relation- 
ship between personnel and other areas of the Department, particu- 
avis the regional bureaus, as a major problem. 

Ageia, in this July 8, 1954, memorandum to Mr. Carpenter you 
point out that the regional bureaus, you foresaw, would view a trans- 
fer of control of funds in terms of loss of author ity to make personnel 
assignments. Would you discuss these aspects of your memorandum! 

Mr. Wuson. That stems basically from the fact that the individual 
who has control of the salary to a large extent has control of the indi- 
viduals within his area. In short, where they have some people who 
are doing an outstanding job, in ‘their opinion, within the regional 
bureau they have a desire to retain those people. On the other “hand, 
where there are people in the bureau, out in the field, who are not doing 
as outstanding a ‘ob they are more willing to, shall I say, make them 
available for transfer to other bureaus. That is one factor. 

The other factor is that where the funds are controlled in four 
pockets you have to find, as I have pointed out earlier, not only the 
right man and the right position, but you also have to insure th: at the 
right amount of salary money is there. It does unconsciously a 
them a sense of vested interest in the personnel who are in their area 

Mr. Harpy. Would you amend that to say, either consciously or 
unconsciously ¢ 

Mr. Wirson. Yes, sir. 

Mr. Mountarn. Now, on August 26, 1954, Mr. Saltzman made a 
decision that the control of American salary funds would remain in 
the geographic bureaus; is that correct; and he published a memo- 
randum to that effect under that date? 

Mr. Wuson. Yes, sir; that is correct. 

Mr. Moun'rarn. Did he also in that memorandum clarify the re- 
sponsibilities of the Office of Personnel ? 
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. ro Mr. Witson. He reemphasized, I believe, the powers which we 
‘ds and already had. 
would Mr. Mountarn. I note a statement in there that the Office of Per- 
ew sonnel will provide for the prior validation of contemplated salary 
obligations by the bureau affected ? 
Mr. Witson. Yes, sir. 
broken Mr. Mountatn. How do you do that? 
Mr. Wiusson. I took this position, sir: That the prevalidation oc- 
— curred at the meeting of the Assignment and Appointment Board, so 
Se at insofar as I was concerned this was no change over what I was already 
doing. 
algal Mr. Mounrarn. And the problems that arose out of decentralized 
$58, 500 control of funds by the geographic bureaus remained pretty much as 
soe they were? 
Caos Mr. Wizson. Generally that is right; yes, sir. 


Mr. Mountatn. To your knowledge have the functions and opera- 
tions of the Office of Personnel been disrupted or curtailed for finan- 
cial reasons directly related to the control of funds by the regional 
bureaus? I might pinpoint that a little bit more so that we are talking 
tration about the same period of time. Let us say in the last fiscal year. 

Mr. Harpy. Let us see if we can get that down more clearly, so I 


se can distinguish what we are talking about. 

Mr. Mountain. Do you want me to restate the question ? 
June Mr. Harpy. Yes, please. 
ation- Mr. Mounratn. In the last fiscal year has this decentralization of 
rticu- funds control to the regional bureaus disrupted or in any way seri- 

ously affected the operations of the Office of Personnel ? 

r you Mr. Witson. Yes, sir. 
rans- Mr. Mountarn. Could you tell us the circumstances ? 
onnel Mr. Wuson. I will have to go just a little bit beyond the straight 
dum! question. The Office of Personnel started out fiscal year 1955 in a 
idual handicapped position from a straight operational standpoint—with- 
indi- out diminishing in any way, shape, or form the policy directives which 
» who we had received—when we received about $1.5 million less than our 
‘ional program called for. Now, that created difficulties that plagued us 
hand, the whole year. 
loing Mr. Harpy. Whom do you mean when you say “we received” ? 
them Mr. Wurson. The Office of Personnel. 

Mr. Harpy. That did not involve any of the funds to pay the 
four salaries of these people that you assigned ! ’ 
y the Mr. Witson. That is correct. but it was a contributing factor be- 
it the cause on our transfers it is combined normally with home leave, and 
give when you do not have a sufficient amount of money for travel pur- 
area. poses it does affect your ability to move people from one area to 
ly or another, 

So I say that my response has to go beyond the mere control of 

salaries. 

ide a Mr. Harpy. Now, in order to fully understand this, let me get this 
in in picture clear. Do you have to pay out of your budgeted funds the 
emo- transportation of these people that are being transferred from one 


assignment to another? 
64302—56—pt. 118 
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Mr. Witson. Yes, sir. 

Mr. Harpy. And do you have to pay their salaries while they are 
on this home leave? 

Mr. Witson. No, sir. That is part of the problem. I do not pay it. 

Mr. Harpy. Who pays that? 

Mr. Wirson. The regional bureaus do, sir. 

Mr. Harpy. Which regional bureau? Suppose that he is coming 
from one and going to another ¢ 

Mr. Witson. Under the old procedure, sir, when he left his original 
post for home leave and for transfer and assignment to a new post the 
day he left his old post his salary would be transferred to the receiving 
post. 

Mr. Harpy. Even though he was going on home leave ? 

Mr. Wizson. That is right; yes, sir. 

Mr. Harpy. So you were not concerned about the salary expendi- 
tures involved here for the leave, but you were concerned with the 
travel cost ? 

Mr. Witson. That is right; yes, sir. 

Mr. Harpy. Excuse me. Now will you please pick up where you left 
off. 

Mr. Witson. Yes, sir. The next thing that happened, which was 
quite disconcerting, was the fact that the Wriston Committee program 
was in the process of being implemented. It required a great. deal 
more work on the part of my folks. We asked for additional funds for 
staff purposes and additional funds to actually carry out certain pro- 
grams. We got a part of those funds only. That, too, created prob- 
lems from the personnel program standpoint. 

The next thing that happened was that Mr. Wilber and I had a 
discussion with Mr. Saltzman and pointed out to him the money that 
was going to be required on implementation of the Wriston program 
and proposed to him—TI believe this was in August or September; is 
that correct, Mr. Wilber? 

Mr. Wiper. About August. 

Mr. Wuison. About August that certain funds be withdrawn from 
the regional bureaus to support these increased costs. 

Mr. Harpy. Now let me be sure I understand this as I go. I do not 
want to interrupt your train of thought, but you started off with 
$114 million cut off your budget? 

Mr. Witson. Yes, sir. 

Mr. Harpy. And you had an additional load added on to you be- 
cause of the necessity for assigning people to work with the Wriston 
Committee; is that right ? 

Mr. Wuson. That is right, sir, and other incidental costs. For 
example, on the rotation program it requires additional money for 
transportation of people and things. 

Mr. Harpy. This problem primarily was involved with movement 
of people and their effects, so that you and Mr. Wilber recognized the 
difficulty that you were confronted with, and you sought to have 
some funds transferred to the Office of Personnel from the regional 
bureaus; is that right? 

Mr. Witson. That is right, sir. 

Mr. Harpy. Go ahead from there. 

Mr. Wirson. After considerable discussion our proposal was Ie- 
jected, and a compromise proposal eventually vealed where addi- 
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tional money was made available by the transfer of funds from one 
area to the Office of Personnel and to the regional bureaus. 

Mr. Harpy. Let us get that clear. Who rejected the proposal? 

Mr. Witson. Mr. Saltzman, sir. 

Mr. Harpy. Mr. Saltzman turned you down on that? 

Mr. Wirson. That is right. 

Mr. Harpy. But you did find some money from one bureau ? 

Mr. Witson. From another area of the Department, sir. 

Mr. Harpy. What area? 

Mr. Witson. FBO. 

Mr. Witser. Foreign Buildings. 

Mr. Harpy. Was that money appropriated for administrative pur- 
poses or capital outlay ? 

Mr. Wiuser. Both, sir. 

Mr. Harpy. We will get into that with Mr. Wilber. You can 
anticipate there will be some questions on that. 

Mr. Wixson. I might say that was cleared with the appropriate 
committees of Congress so they were aware of what the problem was 
and what the solution was. 

Mr. Harpy. I am beginning to get disturbed about appropriate com- 
mittees of Congress. So far as I know there is no authorization for 
any single committee of Congress to authorize a change in an authori- 
zation bill passed by the Congress as a whole. Maybe I am wrong on 
that, but I am not at all sure of it. 

Certainly if there was money appropriated by the whole Congress 
for the construction of a building, I do not think any single committee 
has the right to authorize any agency of the Government to spend it 
for salaries or expenses. I may be wrong but somebody will have to 
clear me up before we get through. 

Let us proceed and see what happened to your problem after we 
got that far. 

Mr. Witson. Next thing that happened, sir, the regional bureaus 
started—well, we had the feeling that there might be a situation 
wherein they could not fund all of the positions which they contended 
were vacancies, and we had an extensive survey made between the 
regional bureaus and the Office of Personnel to determine whether 
they did have the money for the vacancies which they claimed and 
for which we were recruiting or whether they did not have the neces- 
sary funds. 

At that particular time we readjusted our sights to some extent, 
but the feeling was that they did have sufficient funds for us to keep 
the recruitment program substantially as we had planned it. 

The next thing that happened was in March when the whole prob- 
lem came to a head. We in effect had to stop our recruitment and 
freeze the onboard strength as it existed at about that time. 

Mr. Harpy. You did finally run out of money ? 

Mr. Wirson. No, sir; but we had to take rather drastic steps so 
we would not find ourselves in a position of overexpending for the 
total fiscal year. 

Mr. Harpy. Proceed, Mr. Mountain. 

Mr. Mountain. During these periods of financial difficulties did 
the Office of Personnel continue to assign personnel to the field as 
such assignments were requested by the regional bureaus / 
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Mr. Wiuson. Yes, sir; except from the period of about March on 
where there was quite a cessation of our activities. 

Mr. Harpy. Was that for lack of money ¢ 

Mr. Witson. Yes. It was actually two things—the recruitment 
freeze and also the fact that we were in such desperate straits on 
travel money. 

Mr. Harpy. So that you were in this kind of shape: You were 
receiving requests from the field for assignments of personnel and 
could not assign them because you did not have travel money ¢ 

Mr. Wirson. That happened to some extent; yes, sir; particularly 
during the last 45 days of the fiscal year. 

Mr. Harpy. It must be assumed they had money to pay the salaries 
or they would not have made the requests. 

Mr. Wuson. That is right. 

Mr. Harpy. They had money to pay salaries but you did not have 
travel money so you could not furnish the people. Is that right? 

Mr. Wuson. Except in the most critical cases. 

What we did actually was to reserve a certain amount of travel 
money 

Mr. Harpy. You had requests for more personnel and the field 
post had the money to pay the salary of that personnel, but you could 
not furnish it because you had to cut off your recruitment program 
because you did not have the money to pay the transportation of the 
people to get them to the field assignment. Is that right? 

Mr. Witson. That is substantially correct. 

Mr. Harpy. All of that went on when the regional bureaus were 
refusing to transfer any of their funds to you so that you could pay 
them ? 

Mr. Wuson. No, sir. 

Mr. Harpy. This took place after they had refused to transfer 
any funds; isn’t that right ¢ 

Mr. Witson. Well, after the August refusal; yes, sir. But about the 
time that the real pressure came on the Department there was a move 
made to actually contact the regional bureaus and the field posts in 
order to raise additional funds. 

It was during this hiatus where we were in effect trying to read- 
just the post programs and readjust the bureau programs, and also, 
I might say, to readjust our personnel programs, where we were in a 
rather difficult position in making assignments. 

Mr. Harpy. You said during the last 45 days you had to dis- 
continue recruitment and you had a problem in finding money enough 
to pay the travel of people to send them out into the field posts. Is 
that right? 

Mr. Wixson. That is right. 

Mr. Harpy. Did you immediately prior to that crisis try to get 
money transferred from the bureaus so that you could pay these 
travel expenses ? 

Mr. Witson. I didn’t personally; no. I made the problem known 
to Mr. Wilber and Mr. Carpenter, which resulted in the Department 
taking rather energetic steps to try to recover funds from the re- 
gional bureaus. 

Mr. Harpy. But you didn’t get them. 

Mr. Wison. I think we did get some; yes, sir. I will have to defer 
to Mr. Wilber on that. 
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Mr. Harpy. We will cover that with Mr. Wilber. Proceed. 

Mr. Mountarn. This freeze was by order of Mr. Henderson, was it 
not, about March 15, 1955? 

Mr. Wiutson. Yes, sir; that is right. 

Mr. Harpy. That is a copy 

Mr. Witson. This is a memorandum from the Deputy Under Sec- 
retary for Administration dated March 15, 1955, addressed to Mr. 
Carpenter and the various areas of the Department of State, attach- 
ing a copy of the recruitment limitation order for the Office of Per- 


sonnel, 
Mr. Harpy. Without objection we will make it part of the record. 
(The letter referred to is as follows :) 


DEPARTMENT OF STATE, 
Deputy UNDER SECRETARY FOR ADMINISTRATION, 
March 15, 1955. 


Memorandum for: A, Mr. Carpenter. 
NEA, Mr. Allen. 
ARA, Mr. Holland. 
IO, Mr. Key. 

P, Mr. McCardle. 
EUR, Mr. Merchant. 
H, Mr. Morton. 

FE, Mr. Robertson. 
BE, Mr. Waugh. 

SCA, Mr. McLeod. 
R, Mr. Armstrong, 
L, Mr. Phleger. 

S/S, Mr. Scott. 

Attached is a copy of a recruitment limitation order for the Office of Personnel 
which sets forth the policy and directives which will be followed for the balance 
of fiscal year 1955, unless the financial situation warrants a change prior to 
June 30. 

The wording of this recruitment limitation order has been carefully reviewed 
with representatives of all interested areas and I earnestly solicit your cooper- 
ation and indulgence during this period of restriction. If there are inequalities 
resulting from this order, they must be carefully reviewed by the Controller and 
the committee appointed for that purpose. 

A letter is being sent over my signature to all chiefs of mission to alert them 
to this emergency situation. 

Loy A. HENDERSON. 
RECRUITMENT LIMITATION ORDER 


Plan for maintainance of the March 1, 1955, employment level, applicable to 
persons employed under the salaries and expenses appropriation 


1. Recruitment of all American personnel under gross salaries and expenses 
available funds, except recruitment for FSO-6’s and recruitment to assure 
replacements due to attrition shall cease until further notice. 

2. New bureau and office position authorizations will be issued promptly by 
the Office of Budget and will serve as the controlling factor in maintaining 
en at the March 1, 1955, level, or the current authorization, whichever 
ls lower, 

3. With reference to paragraph 2, PER should immediately: 

(a) limit newly recruited FSO-6 officers’ travel and assign such officers 
against Foreign Service vacancies in the Department, keeping them on 
Washington detail at least until July 1, and 

(b) assign the present Foreign Service clerks (180-day wonders) already 
on board to existing vacancies in the Department and remove them from 
the Washington assignment payroll. 

4. Home-leave funds are not to be affected in carrying out the present 
directives, 

Explanation: 

The new bureau and office position authorizations would be based upon the 
on-board strength as represented by the February 26 payroll (last payroll before 
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Mr. Witson. Yes, sir; except from the period of about March on 
where there was quite a cessation of our activities. 

Mr. Harpy. Was that for lack of money ? 

Mr. Witson. Yes. It was actually two things—the recruitment 
freeze and also the fact that we were in such desperate straits on 
travel money. 

Mr. Harpy. So that you were in this kind of shape: You were 
receiving requests from the field for assignments of personnel and 
could not assign them because you did not have travel money ¢ 

Mr. Wuson. That happened to some extent; yes, sir; particularly 
during the last 45 days of the fiscal year. 

Mr. Harpy. It must be assumed they had money to pay the salaries 
or they would not have made the requests. 

Mr. Witson. That is right. 

Mr. Harpy. They had money to pay salaries but you did not have 
travel money so you could not furnish the people. Is that right? 

Mr. Wurson. Except in the most critical cases. 

What we did actually was to reserve a certain amount of travel 
money 

Mr. Harpy. You had requests for more personnel and the field 
post had the money to pay the salary of that personnel, but you could 
not furnish it because you had to cut off your recruitment program 
because you did not have the money to pay the transportation of the 
people to get them to the field assignment. Is that right? 

Mr. Witson. That is substantially correct. 

Mr. Harpy. All of that went on when the regional bureaus were 
refusing to transfer any of their funds to you so that you could pay 
them ? 

Mr. Witson. No, sir. 

Mr. Harpy. This took place after they had refused to transfer 
any funds; isn’t that right ¢ 

Mr. Wuson. Well, after the August refusal; yes, sir. But about the 
time that the real pressure came on the Department there was a move 
made to actually contact the regional bureaus and the field posts in 
order to raise additional funds. 

It was during this hiatus where we were in effect trying to read- 
just the post programs and readjust the bureau programs, and also, 
[ might say, to readjust our personnel programs, where we were in a 

rather difficult position in making assignments. 

Mr. Harpy. You said during the “last. 45 days you had to dis- 
continue recruitment and you had a problem in finding money enough 
to pay the travel of people to send them out into the field posts. Is 
that right? 

Mr. Wiison. That is right. 

Mr. Harpy. Did you immediately prior to that crisis try to get 
money transferred from the bureaus so that you could pay these 
travel expenses ? 

Mr. Witson. I didn’t personally; no. I made the problem known 
to Mr. Wilber and Mr. Carpenter, which resulted in the Department 
taking rather energetic steps to try to recover funds from the re- 
gional bureaus. 

Mr. Harpy. But you didn’t get them. 





to Mr. Wilber on that. 


Mr. Wirson. I think we did get some; yes, sir. I will have to defer 


ee 








She MTORR aS 








ADMINISTRATION OF OVERSEAS PERSONNEL 271 


Mr. Harpy. We will cover that with Mr. Wilber. Proceed. 

Mr. Mountain. This freeze was by order of Mr. Henderson, was it 
not, about March 15, 1955? 

Mr. Witson. Yes, sir; that is right. 

Mr. Harpy. That is a copy 

Mr. Witson. This is a memorandum from the Deputy Under Sec- 
retary for Administration dated March 15, 1955, addressed to Mr. 
Carpenter and the various areas of the Department of State, attach- 
ing a copy of the recruitment limitation order for the Office of Per- 
sonnel. 

Mr. Harpy. Without objection we will make it part of the record. 

(The letter referred to is as follows:) 





DEPARTMENT OF STATE, 
Deputy UNpDER SECRETARY FOR ADMINISTRATION, 
March 15, 1955. 


Memorandum for: A, Mr. Carpenter. 
NEA, Mr. Allen. 
ARA, Mr. Holland. 
IO, Mr. Key. 

P, Mr. McCardle. 
EUR, Mr. Merchant. 
H, Mr. Morton. 

FB, Mr. Robertson. 
KE, Mr. Waugh. 

SCA, Mr. McLeod. 
R, Mr. Armstrong, 
L, Mr. Phleger. 

S/S, Mr. Scott. 

Attached is a copy of a recruitment limitation order for the Office of Personnel 
which sets forth the policy and directives which will be followed for the balance 
of fiscal year 1955, unless the financial situation warrants a change prior to 
June 30. 

The wording of this recruitment limitation order has been carefully reviewed 
with representatives of all interested areas and I earnestly solicit your cooper- 
ation and indulgence during this period of restriction. If there are inequalities 
resulting from this order, they must be carefully reviewed by the Controller and 
the committee appointed for that purpose. 

A letter is being sent over my signature to all chiefs cf mission to alert them 
to this emergency situation. 

Loy A. HENDERSON. 
RECRUITMENT LIMITATION ORDER 


Plan for maintainance of the March 1, 1955, employment level, applicable to 
persons employed under the salaries and expenses appropriation 


1. Recruitment of all American personnel under gross salaries and expenses 
available funds, except recruitment for FSO-6’s and recruitment to assure 
replacements due to attrition shall cease until further notice. 

2. New bureau and office position authorizations will be issued promptly by 
the Office of Budget and will serve as the controlling factor in maintaining 
employment at the March 1, 1955, level, or the current authorization, whichever 
is lower. 

8. With reference to paragraph 2, PER should immediately: 

(a) limit newly recruited FSO-6 officers’ travel and assign such officers 
against Foreign Service vacancies in the Department, keeping them on 
Washington detail at least until July 1, and 

(b) assign the present Foreign Service clerks (180-day wonders) already 
on board to existing vacancies in the Department and remove them from 
the Washington assignment payroll. 

4. Home-leave funds are not to be affected in carrying out the present 
directives. 

Explanation: 

The new bureau and office position authorizations would be based upon the 
on-board strength as represented by the February 26 payroll (last payroll before 
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March 1). Added to this would be positions represented by standard form 52 
covering persons on duty but whose personnel actions had not been processed 
in time for inclusion on the payroll document of February 26. The authorizations 
would be further adjusted by adding employees who had reported for duty 
during the period February 26 to March 15. Where other employment commit- 
ments have been made to prospective employees, these cases and any others 
warranting special consideration should be presented to the Controller for 
decision. This new authorization then would not tie bureaus and offices to 
specific jobs, but would allow flexibility within complements as considered 
necessary by the respective Assistant Secretaries. It would, however, limit 
authorization to maintaining the adjusted on-board strength at the March 1, 
1955, level. 

It should be noted that the above procedure does not in any way affect the 
employment level or recruitment of personnel to be paid directly from the 
appropriations for: Acquisition of buildings abroad, missions to international 
organizations, international contingencies, International Boundary and Water 
Commission, American sections, internatioal educational exchange activities, 
government in occupied areas, and the refugee relief program. 

Approved : 

L. W. H., 
Deputy Under Secretary for Administration. 
OFFICE OF THE CONTROLLER, 
March 15, 1955 

Mr. Mountain. Do you know, in ee with this series of 
financial crises endured during the fiscal year of 1955, what the 
Department's financial position was at the year cloned! Did it come 
out even ¢ 

Mr. Winson. I don’t know. Mr. Wilber will supply you that. 

Mr. Mountain. Do you know, Mr. Wilber, as of this moment ? 

Mr. Wivper. I cannot tell. I know we broke even. I am not sure 
exactly where we do stand because some of the reimbursement agree- 
ments still have not finally been worked out with the USLIA and with 
the FOA. 

Mr. Harpy. At least you were not in the hole. 

Mr. Wiuceer. We were not in the hole. 

Mr. Harpy. You would have been in bad shape if you were down 
at the first of the year. 

Mr. Wixper. That is right. 

Mr. Mounrarn. Is there a possibility that you wound up with 
money in your pocket ? 

Mr. Wireer. We always do wind up with a very nominal amount, 
surely. 

Mr. Harpy. You have to. 

Mr. Wixper. We have to. 

Mr. Mountrarn. You have no idea at this moment as to the amount 
of that nominal sum ? 

Mr. Wirser. I would guess between 2 and 3 hundred thousand 
dollars at the most. 

Mr. Harpy. You didn’t get a deficiency appropriation ? 

Mr. Wiser. We had a supplemental in the last quarter. 

Mr. Harpy. A supplemental passed in the last quarter? 

Mr. Wirper. Yes, sir. They covered such items as $750,000 for this 
home-leave program Mr. Wilson spoke about, and there is some money 
in there for international conferences, and 1 or 2 other items. 

Mr. Harpy. If you are short only $114 million to start with and 
you get back three quarters of a million during the last quarter, think- 
ing now ih terms of your leave and travel ‘problem, with as much 
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of the year ahead as we have, after you got that supplemental you 
should have been in fairly good shape. 

Mr. Wirson. Well, our problem was that we had had other costs 
which we had to bear. 

Mr. Harpy. And on top of that you already had cut off your re- 
cruitment program ¢ 

Mr. Witson. That is right. 

Mr. Harpy. You had to start it all over again if you were going 
to do any good? 

Mr. Wiison. That is right. And the other thing is this, sir, I 
believe the quarterly accounting bill passed, and I forget the termi- 
nology of the bill, you can spend only so much money each quarter 

On the home-leave program actually we had had on a couple ‘of 
occasions to slow down the home-leave program. 

You have to give your people in the field a little lead time in order 
to give them the opportunity to make the necessary arrangements to 
come home on leave. 

If you get money too late, very frankly you cannot spend it. 

Mr. Harpy. You think m: aybe you didn’t spend the whole amount 
of $750,000 2 

Mr. Witson. We spent all of the $750,000, but I would not say all 
of the money we tried to obligate for home leave was actually obli- 
gated. I know there were some people at the tailend who just could 
not get themselves in shape to leave the post to come home on home 
leave. 

Mr. Harpy. It is your testimony that that was due to the fact you 
were not able to advise them in time for them to make their plans? 

Mr. Wirson. That is right. 

Mr. Mounrtartn. Mr. Wilson, are you familiar with Mr. Carpenter's 
directive of June 8, 1955, and the letter of transmittal which was sent 
around to the Department signed by Mr. Crouch, Director, Office of 
the Budget? 

Mr. Wirson. Yes, sir. 

Mr. Mountatn. Does the procedure set forth in that document have 
the effect of limiting the control of funds allotted to the regional 
bureaus insofar as they affect personnel operations ? 

Mr. Wiison. Yes, sir. 

Mr. Mountarn. To what extent? 

Mr. Wuson. I think from my standpoint the major item is para- 
graph 5, which directs the regional bureaus to separate their Foreign 
Service American salaries from all other expenses. 

That sets up one item for American Foreign Service salaries, and 
they must have approval before they can add to, or in effect, take away 
from that particular account. 

That gives me something firm to shoot at, and it is a big help. It 
will bea big help. 

Mr. Mountain. In other words, it isolates funds for other than 
salaries? 

Mr. Wiison. That is right. It would prevent the transfer of 
salary money into things. Conversely, it would prevent the transfer- 
ring of things into salaries, so it gives me a much more stable target to 
shoot at from the standpoint of staffing patterns and recruitment. 

Mr. Harpy. That gives the regional bureaus an allotment for For- 
eign Service American salaries. 
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You are familiar with the amount, but do you keep a running 
account of expenditures so you will know what is available there? 

Mr. Wuson. No, sir. That is their responsibility, sir. The only 
thing I am interested in from them is the personnel figures, but if 
they are tied down by money limitation and a body limitation, and if 
I had the accurate information as to what positions have been estab- 
lished, it makes my job much easier. 

Mr. Harpy. Suppose they are spending their salary allowance faster 
than you realize? How do you keep up with that, or do you try to? 

Mr. Wuson. I don’t even try to, sir. That is their responsibility 
completely. 

Mr. Harpy. Suppose you assigned somebody there and they didn’t 
have enough money to take care of it? 

Mr. Wiutson. They would be in trouble, sir. That is one of the 
reasons, sir, for the Assignment and Appointment Board. 

Mr. Harpy. Does the Assignment and Appointment Board have 
access to these records? 

Mr. Witson. They have representatives of the bureaus on the Board 
who are familiar with their budgetary responsibilities and their 
budgetary position. 

Mr. Harpy. Go ahead. I still am not happy about that situation. 

Mr. Mounrarn. Are you familiar, Mr. Wilson, with the progress 
report prepared by Mr. Carpenter commenting on the Heller findings ? 

Mr. Wuson. Yes, sir. 

Mr. Mountatn. Did Mr. Carpenter discuss with you the findings 
of the Heller report with regard to personnel management in connec- 
tion with his preparation of the progress report ¢ 

Mr. Wuson. I don’t believe directly. 

Mr. Mounvain. Let me restate it. Did Mr. Carpenter ask you for 
any of your opinions about the Heller study on personnel manage- 
ment ? 

Mr. Witson. Yes. We have a document in the record where in 1954 
Mr. Carpenter had asked me about my reactions to the Heller report, 
which I had responded to. 

Mr. Mountain. Mr. Carpenter prepared his progress report some- 
time between the period October 23, 1954, and January 11, 1955. In 
connection with the preparation of that report did you have any part 
in writing the personnel management section of it? 

Mr. Wuson. No; not in the writing of it. <A call had been made 
to inquire specifically about certain projects which the Heller com- 
mittee had recommended as projects for study, and we had been asked 
to furnish to Mr. Carpenter what progress had been made on these 
particular projects. 

We submitted that as requested, but 

Mr. Mountatn. What was the date of that submission ? 

Mr. Wuson. As I recall, it was about the 1st of January, first few 
days in January if I am not mistaken. 

Mr. Mountain. Of 1955? 

Mr. Wirson. That is my recollection; yes, sir. We might be able 
to find that. 

Mr. Mounrarn. To the best of your recollection, at the time of pre- 
paring this progress report were you called in for discussion of it, 
discussion of a draft of it in any form with Mr. Carpenter ? 

Mr. Wutson. Not that I recall; no, sir. 
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Mr. Mountatn. You had, however, set forth your views to Mr. 
Wailes back in June of 1954, had you not? 

Mr. Wuson. That is right. 

Mr. Mountain. And Mr. Carpenter assumed Mr. Wailes’ post and 
presumably had access to your comments through records ? 

Mr. Wuson. Yes, sir; and in addition to that, as I recall, Mr. Car- 
penter had asked specifically for our comments on July 8, 1954, to 
which I responded. 

Mr. Mounratn. You have seen the sections of the progress report, 
however. which pertain to personnel management ? 

Mr. Wison. Yes, sir. 

Mr. Mountain. Do those sections, or does that section, of the prog- 
ress report reflect the views you expressed in your memoranda on 
these subjects? 

Mr. Witson. Well, they express, I believe, Mr. Carpenter’s views 
on them, sir. He has taken into cognizance the recommendations of 
the Office of PER. 

Mr. Harpy. Let us boil it down. Just for my own information, I 
would like to know whether or not, and apparently the memorandum 
would show it, the progress report, insofar as it related to personnel, 
was in agreement with the position which you had expressed. 

Mr. Wutson. They didn’t go as far; no, sir. 

Mr. Harpy. Was it inconsistent with the views which you had 
expressed ? 

{r. Wirson. I would say 

Mr. Harpy. The record will make its own conclusions on that. 

Mr. Carpenter. I will be glad to leave the room, sir. 

Mr. Harpy. We have a copy of your memorandum. We also have 
a copy of the progress report, so the committee will make its own 
evaluation. 

Do I understand that Mr. Carpenter did request some statement of 
views from you prior to the time his progress report was prepared ? 

Mr. Wison. In June—— 

Mr. Harpy. You submitted a written memorandum. Is that right? 

Mr. Wuson. This was the June 8 memorandum. 

Mr. Mountarn. July, was it not ? 

Mr. Wuson. July memorandum of 1954. 

Mr. Harpy. Actually, Mr. Carpenter had not been on board very 
long at that time. 

Mr. Wuson. That is right. 

Mr. Harpy. And you submitted a written reply? 

Mr. Wirson. That is right; yes, sir. 

Mr. Harpy. That is the whole thing. 

Mr. Mountatn. Would you discuss the management inventory con- 
trol system developed on the basis of the Heller recommendation ? 

Mr. Witson. Yes, sir. 

Mr. Harpy. Before we do that, Mr. Carpenter is back here. 

I want to ask you one question, Mr. Carpenter, having to do with 
the progress report. 

I don’t know whether we covered it when you testified previously. 
Do you recall whether you had any assistance from anyone in the 
drafting of this personnel section ? 

Mr. Carpenter. I am glad to have a chance to make this comment 
because certainly Mr. Wilson and I understand each other. 
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Mr. Harpy. There is no misunderstanding here. The questions of 
the committee were not intended to provide any embarrassment to 
anybody. I am just trying to understand what did happen. 

Mr. Carvenver. Let me tell you, sir, what I did. 

Being cognizant of the Wriston Committee action and its acceptance 
by the Secretary and its implementation throughout the Department, 
and Mr. Saltzman being on hand as Under Secretary for aan: 
tion to implement it, I felt that the entire Personnel activity, as I 
stated in the progress report, was being well implemented through 
that action, and I said briefly to Mr. W ilson that that was the w ay I 
was going to handle that section of the report. 

I felt that in the matter of the transfer of the control of salaries to 
the Personnel Office I was not ready or in a position at this time to 
make a decision, and even though Mr. Saltzman made a decision on 
August 26, 1954, I felt it was something which should be carried for- 
ward as time went on for consideration by new people when they came 
aboard. 

Mr. Harpy. There is something I am trying to get at. It is rela- 
tively simple, and I don’t know that it is particularly material, but my 
curiosity is aroused a little bit. Ordinarily, in the preparation of 
this kind of a document, and in the preparation of most any kind of 
governmental document, there is some assistance provided in drafting 
such documents, and frequently there is consultation with others. 

There was some question in my mind as to who assisted you in the 
drafting of this document, if anybody. 

Mr. Carpenter. For the personnel section ? 

Mr. Harpy. Yes. 

Mr. Carrenrer. If you refer to tab D, that entire section was pre- 
pared by the Personnel shop. Am I correct on that ? 

Mr. Wirson. Yes. 

Mr. Carpenter. Tab D was a detailed report on the progress of, 
first, the composition of the personnel system; second, recruitment 
and examination. 

Mr. Harpy. Bear in mind, I do not have any feeling that of 
necessity the final draft is exactly what somebody else prepared. | 
don’t mean that. I speak of the initial preparation, where I expect 

you would have had some help fvom the personnel section on some 
of these things. 

Mr. Carpenter. I am trying to explain that. My reasoning in it 
was that I went to the personnel department and asked Mr. Wilson 
to prepare this particular tab D, and that was done. 

Mr. Harpy. The other part we have been talking about—did you 
prepare that yourself or did someone assist you in the preparation of 
it? 

Mr. Carventer. In this report? 

Mr. Harpy. Yes. 

Mr. Carpenter. I believe I did most of it myself. 

Mr. Harpy. Did you do it on the basis of consultation with some 
other people in the Department ? 

Mr. Carpenter. No, sir, except as I said, my brief talk with Mr. 
Wilson as to how I was going to get it up. It was quite simple, sir. 
If you look at it, even at “that point in my career I felt I could work 
that one up because the Wriston Committee was coming into the 
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There were all these items I asked them to report on, and I handled 
most of them. 

Mr. Harpy. This line of inquiry was merely looking for clarifica- 
tion in ooo 

Mr. Carpenter. Let me add one thing. This section about man- 
agement inventory control, we had what I thought was a good system 
started. It was started from the budget shop. That part of it was 
compiled with Mr. Wilber and Mr. Miles. That I discussed with 
those two gentlemen. 

Mr. Harpy. Proceed, Mr. Mountain. 

Mr. Mountain. Can you describe for us the management inventory 
control system as developed on the basis of the Heller recommenda- 
tion and its impact on your personnel operations / 

Mr. Witson. Yes, sir. The document that we came up with is a 
tabulation which gives the functional location and position title code 
and an individual position number for each position at a post, the 
position title itself, the incumbent’s name, and the grade. It shows 
the annual salary rate of the individual, and the program to which 
the salary is chargeable, and the date of arrival at the post. 

In saditian, for each particular post it shows the number of au- 
thorized positions and the number of persons occupying those posi- 
tions. It also gives the monetary expenditure for salary purposes at 
the particular post. 

It consolidates those individual post figures as to the number of 
authorized positions, or funded positions, the number of people as- 
signed against those positions, and the annual salary rate which is 
borne by ‘the 1 ‘egional bureau for the persons assigned to their bureau. 

Mr. Mounrain. That is a description of what it is. Now will you 
tell us its impact on your operations? How does it alter or improve 
your operations in terms of the problems we have been discussing ? 

Mr. Witson. It is a useful tool to us in that it gives us a monthly 
picture of the number of authorized positions at the various posts and 
for the bureau as a whole, and the number of people at that particular 
time who are assigned to those funded positions, so it is very helpful 
from the standpoint of taking a picture once a month as to what the 
situation actually is vis-a-vis the funded positions and the number of 
people occupying those positions. 

Mr. Mountain. Do we understand that it is comparable to the func- 
tion of a bank statement which gives each person involved a common 
record from which they can make adjustments in terms of their own 
knowledge, or changes since the statement was issued ¢ 

Mr. Winson. Essentially that is correct; yes, sir. It provides one 
document showing the situation on 1 day of the month, which is a com- 
mon record, you might say, having use to the budget people, personnel 
people, and to the regional bureaus. 

Mr. Mountain. Its greatest significance is in terms of budget; is 
it not ¢ 

Mr. Witson. In my opinion; yes, sir. 

Mr. Mountarn. Because you still have the problem of checking 
these assignments, and so on, through personnel actions ‘ 

Mr. Witson. That is right. 

Mr. Mounratn. In the same way we have the problem of checking 
back in our checkbook to see if everything has come through that was 
supposed to? 
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Mr. Witson. That is right. It is an additional tool which is very 
helpful. At this time it does not do away with other records. It does 
give the three interested parties a single document against which they 
can backcheck and can see if everybody is in agreement and that that 
was the situation at that particular time. 

Mr. Harpy. Won’t that make it possible to do away with some other 
function? I get so tired of seeing us add on new gadgets just to pro- 
vide more data on something that we already knew all there was to 
know about. 

Mr. Wuson. I cannot see at this time, sir, how this document will 
allow us to do away with any more in the Office of Personnel, but it is 
a useful crosscheck and it serves certain auxiliary purposes. 

For example, this gives us an opportunity to have a little tighter 
control on our basic documents for personnel-action purposes, and it 
also gives us a picture once a month as to how many instances you 
have dual incumbencies and how many other vacancies you have. 

It is also useful, frankly, in preparing our forthcoming vacancy 
list for our assignment and transfer procedures, so that it does have 
some very useful purposes. 

Mr. Carpenter. May I make a comment here, Mr. Chairman, on 
the matter just recently discussed ? 

I talked with Mr. Wilson as to how we could take this project, bring 
it into the personnel shop in a more usable manner, with the idea that 
he will select a man to head it up. The present man, Mr. Miles, has 
been transferred, and I have asked Mr. Wilson to suggest a substitute 
who can be put in charge with the idea of bringing it into the per- 
sonnel shop if that can be done. 

Then the next move is to get the regional bureaus interested in it 
so we can eventually have one personnel inventory control for the three 
areas, 

Mr. Harpy. I hope you can do something along that line. I hope 
that the improvement will not be limited to the Personnel Office. 

It seems to me that when you are getting this kind of improved 
operation it should take the place of something else instead of adding 
something else on top of what you already have, and I mean all along 
the line and not just in one spot. 

This thing certainly should have considerable use in the regional 
bureaus themselves, in the Budget Office, Finance Office, and I would 
hope that it will help eliminate some of the other functions already 
being performed. ; 

I hate to see us add on somethmg new and eliminate nothing. We 
don’t seem to eliminate any jobs or functions, any overlapping. We 
just keep adding things. 

I hope you will be able to change that. 

Mr. Carpenter. I wanted you to know that was our goal in this 
case, 

Mr. Mountat1n. On the basis of your experience, Mr. Wilson, as the 
operating head of the Office of Personnel, would you state briefly what 

your recommendations would be to strengthen the personnel oper- 
ation ? 

Mr. Witson. I think it is pretty well summarized in the Heller 
committee recommendations. 

Mr. Harpy. To which you have already subscribed ? 

Mr. Witson. To which I have already subscribed; yes, sir. 
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Mr. Mountain. The points that they cover, and in which you con- 
cur, are the establishment of a man-in-motion program ? 

Mr. Witson. That is right. 

Mr. Mountarn. To control American Foreign Service salaries and 
expenses centrally ? 

Mr. Wirson. That is right. 

Mr. Mountarn. To place responsibility for personnel operations 
in one person ? 

Mr. Wuson. That is right. 

Mr. Mountain. And to transfer personnel functions to a place more 
directly under the Deputy Under Suanbune for Administration ? 

Mr. Wuson. That is right. 

Mr. Harpy. And to get the Office of Personnel out of the “bargain 
basement” location. 

Mr. Wison. Yes, sir. 

Mr. Mountatn. Is it your testimony, Mr. Wilson, that given these 
changes the Office of Personnel will be able to exercise managerial 
control on a departmentwide basis over the matters within your 
jurisdiction ? 

Mr. Wixson. Not unless there were certain other steps that went 
along with that. For example, right now, as a matter of policy, the 
regional bureaus have complete management control over personnel 
assigned overseas. 

If you were to give complete management control to the Office of 
Personnel the answer would be “yes.” I am not sure that that would 
be wise, because, after all, the regional bureaus know what their re- 
sponsibilities are and what assets they have to have in the way of 
exercising their responsibility. 

If you had a strong central personnel system, I think we could help 
and assist the regional bureaus in doing a much better job than they 
have been able to do in the past. 

Mr. Mountain. And insofar as that kind of managerial control 
is involved, the steps which have been listed in the Heller report 

Mr. Wiison. Would go a long way. 

Mr. Harpy. Questions, Mr. Reuss? 

Mr. Reuss. No questions. 

Mr. Harpy. Mr. Wilson, in your personnel functions you have had 
no responsibilities and no duties at all in connection with ICA per- 
sonnel ? 

Mr. Wusson. No, sir. They have jurisdiction over their own 
personnel. 

I must say this, though, sir—because of the reimbursement prob- 
lem we have certain people on the payroll of the Department of State, 
particularly out in the field, who perform support functions, not only 
for ICA but for other agencies, but we do not have responsibility for 
the ICA personnel which are on ICA’s payroll. 

Mr. Harpy. Do you have jurisdiction over the personnel of ICA? 

Mr. Witson. No, sir. 

Mr. Harpy. Who does? 

Mr. Wirson. ICA is a separate area within the Department of 
State. They have complete administrative control within themselves, 
responsible only to the Under Secretary of State and the Secretary 
of State, I believe. 
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Mr. Harpy. How many other such breakdowns are there within 
the Department of State where personnel is completely separate and 
apart and out from under the jurisdiction of your office 4 

Mr. Wixson. I think International Boundary and Water Commis- 
sion have had given to them practically autonomous delegation of 
authority to handle their own affairs. That is because they are sep- 
arated from our operation here. 

Actually they have a completely different function from the bal- 
ance of the Department of State. Those people are located in Texas 
and have to do solely with the water problem. 

Mr. Harpy. Is Texas a more foreign country than some of the 
European countries ? 

Mr. Wison. No, sir. Their problem is quite different. They 
haven’t the problem of the Foreign Service there. It is strictly a 
civil-service operation where the rules and regulations are pretty well 
laid down. 

Mr. Harpy. Do you have anything to do with civil-service person- 
nel in the State Department ? 

Mr. Witson. Yes, sir. 

Mr. Harpy. You still consider this is different ? 

Mr. Witson. Because they are geographically so far away from us. 

Mr. Harpy. They are not geographically farther away than 
Australia. 

Mr. Witson. That is right, but we haven’t civil-service personnel in 
Australia. 

Mr. Harpy. You still have some ar over that personnel ; do 
you not ¢ 

Mr. Wirson. In Australia ? 

Mr. Harpy. Yes. 

Mr. Witson. Yes, sir. 

Mr. Harpy. And you have jurisdiction over civil-service personnel 
in the United States except the foreign country of Texas, the Republic 
of Texas? 

Mr. Wixtson. We have authority, but we have delegated to IBWC 
the authority to handle their own administrative setup from a per- 
sonnel standpoint. 

Mr. Harpy. You have the authority. Who took that authority 
away from you? 

Mr. Witson. Nobody. That was delegated to them voluntarily. 

Mr. Harpy. By whom ? 

Mr. Witson. The Department of State, I believe. 

Mr. Wiper. I can clarify that point. The basic law establishing 
the International Boundary Water Commission always left it a moot 
question. 

Mr. Harpy. Congress evades things, too. You haven’t a monopoly 
in the State Department. 

Mr. Wiizper. It never has been finally decided whether or not the 
Commission is administratively under the Department of State. 

Mr. Harpy. Maybe I should ask the Comptroller General. 

Mr. Wiser. There is a real question on that point. 

Mr. Harpy. He could finalize it. 

Mr. Wixper. Yes, sir. 

Mr. Harpy. Maybe I will ask him. 

Mr. Mounrarn. That is all. 
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Mr. Harpy. Thank you very much, Mr. Wilson. 
I think that finishes with you for the time being. 
Mr. Harpy. We will ask Mr. Wilber to step forward, then. 


FURTHER STATEMENT OF EDWARD B. WILBER, DEPUTY CON- 
TROLLER AND BUDGET OFFICER, DEPARTMENT OF STATE 


Mr. Mountain. Will you please give us a brief biographical state- 
ment for the record, Mr. Wilber ? 

Mr. Wiser. I will be glad to. I was born in upstate New York in 
1902, and all my elementary and secondary education was in New 
York State. 

I was graduated from Union College in 1925 with an A. B. degree, 
majored in economics and history. 

After graduation I spent 3 years with the General Electric Co. in 
accounting and as a statistician, and during that 3-year period I took 
their inservice training course in business management. 

Thereafter I was with the International Business Machines Corp. 
for 2 distinct periods totaling 414 years, during which time I was sales 
representative and methods engineer. 

For 1 year during that period I was a consultant to the State of 
Maine on budgeting and accounting under their reorganization act. 

Also for 1 year I was vice president and general manager of an 
insurance agency in Connecticut. 

Thereafter for 514 years I was a consultant with Public Adminis- 
tration Service in Chicago, engaging, I might say, in projects very 
similar to the one in which Heller has been engaged in the Department 
of State. 

For 7 years I was with the Bureau of the Budget, about half of that 
time engaged in budget analysis, and the other half of the time in 
the management activity of the Bureau. 

Since that time, which is 71% years now, I have been with the De- 
partment of State. 

The first 8 months I was management consultant. For the next year 
and a half I was head of the Budget Division. 

For the next 314 years I was director of the Office of Budget and 
Finance. 

For 10 months I was Deputy Assistant Secretary for Adminis- 
tration. 

Since January I have been Deputy Controller and Budget Officer 

Mr. Mountarn. Where does your present assignment. fit in the 
organizational structure of the Dep: irtment, Mr. Wilber? 

Mr. Wizper. I am responsible directly to the Controller and repre- 
sent 1 of the 3 major areas under the Controller, Mr. Carpenter. I 
am responsible for the Office of the Budget and the Office of Finance. 

Mr. Mounrarn. In your present post as Deputy Controller you are 
therefore the Chief Budget and Financial Officer of the Department 
of State ? 

Mr. Wirer. That title I suppose could be ascribed to me or my 
superior, but I think essentially that is correct. 

Mr. Mounrarn. In your former post as Deputy Assistant Secretary 
of State for Administration, you also carried out the same respon- 
sibilities? 

Mr. Witeer. The identical responsibilities. 
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Mr. Mounrarn. So that under both titles your duties have remained 
the same ? 

Mr. Wiper. Yes. 

Mr. Mountatn. That has been true since August 23, 1950, I believe? 

Mr. Wizzer. No. At that time I was Director of the Office of Budg- 
et and Finance in 1950. It was not until March of 1954 that I be- 
same Deputy Assistant Secretary, and later Deputy Controller, so 
my duties have been identical, you might say, since March of 1954, 
although I was responsible for budget and finance as such back 
through 1950 with practically the same level of responsibility. 

Mr. Mounrarn. You were still the chief Budget and Financial Of- 
ficer of the Department back from 1950 on? 

Mr. Wizer. Yes, except I had a counterpart in my present position 
who was my superior who had many of the major responsibilities 
that I now have. It was a difference in level but essentially you are 
correct. 

Mr. Mountarn. Are you familiar with the Heller report of May 
15, 1954? 

Mr. Wiper. Yes, I am. 

Mr. Mounrarn. Have you specifically read the section of that 
report on the Controller’s functions? 

Mr. Wiper. Yes, sir. 

Mr. Mountain. Would it be correct to say that the controllership 
functions as outlined in the Heller report refer essentially to the kinds 
of duties and responsibilities with which your office is concerned ? 

Mr. Wixzer. Definitely concerned with them ; yes, sir. 

Mr. Mountatn. You are familiar with the fact, are you not, that 
Heller’s conclusions about the exercise of the Department’s con- 
trollership functions have reference to such things as lack of confidence 
in the alae to management of budgetary planning and control, ten- 
dency to follow the course of least resistance, insufficient attention 
to the value received for each dollar expended and reluctance to exer- 
cise functional control throughout the organization ? 

Mr. Wieser. I recall those statements being in the report. 

Mr. Harpy. Is that all you do recall? I am just thinking of the 
statement that referred to your area. 

Mr. Wiper. That is the question, whether or not the report refers 
just to the area or whether it refers to the departmentwide acceptance 
of controllership. 

Mr. Harpy. You mean when he said anything unpleasant, you 
interpreted it to not refer to you specifically but to the general 
Department ? 

Mr. Wixser. I feel I did just the opposite. As a matter of fact, 
I took this pretty much to heart. But in discussing this matter with 
the staff of the committee, I got the impression that perhaps that 

wasn’t the interpretation that a general reader would ge from it. 

Mr. Mountatn. Mr. Morton has stated to this committee that be- 
tween the 5th and 25th of March 1954, he had a meeting with the 
top men of the Heller task force in which they made major recom- 
mendations which they expected to have in their report. Were you 
present at this meeting ? 

Mr. Wirper. I am very sure that I was. I attended 2 or 3 meetings 
in Mr. Morton’s office, but I don’t remember the purpose of the meet- 
ing being to talk specifically about what would be included in the 
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Heller report. My recollection is that it was to discuss certain interim 
ideas that had come out of their study, and actually discuss those 
matters. And there was lengthy discussion on them. But my recol- 
lection is that the meeting specifically was not to discuss what would 
come out in the report or what wouldn’t. 

As I remember, I strove to unsell some of the Heller recommenda- 
tions on the basis that in my judgment they were not practical, or 
the basic facts were not actually explored, and so on. 

Mr. Harpy. They did present their views at this meeting? 

Mr. Wiser. My recollection of that particular meeting that Mr. 
Wilson described this morning is that 2 or 3 things were discussed. 
I believe the American salary item was discussed at some length. 

Another matter that I do recall their mentioning was a series of 
four pieces of paper which they referred to as an improved budget 
system of classification, and so on. 

To the best of my memory, those are the only things that were 
discussed. 

Mr. Mountarn. And this was the discussion which lasted a long 
time, to the point where the whole agenda wasn’t covered ? 

Mr. Wiper. Well, it is a year and a half ago, and I am awfully 
hazy on it. I have no notes of the meeting. My recollection is that 
it perhaps lasted an hour and a half or 2 hours. I was under the 
impression that the personnel recommendations were reviewed, but 
Mr. Wilson and I just don’t happen to have the same recollection on 
that. 

Mr. Mounrarn. In any event, you agree the controllership recom- 
mendations were reviewed ? 

Mr. Wirper. None of those you have read, and, as I said, as far 
as I know, only 2 such items were mentioned, 1 having to do with 
the so-called system that they mentioned in their report and the other 
one, I believe, was American salaries, the control of American salaries, 
but nothing else as far as I can recall. 

Mr. Harpy. That was the meeting that was held in Mr. Morton’s 
office ? 

Mr. Wiper. Yes, but there was more than one meeting. There 
were several meetings in Mr. Morton’s office dealing with the subject 
of the Heller report. At some of those meetings I am sure the Heller 
staff was not included. 

I recall on several occasions Mr. Morton, Mr. Wailes, and I would 
discuss various phases of the Heller activities. 

Mr. Mountarn. Did one of these meetings occur in Mr. Morton’s 
office, in which you discussed the value of the Heller work ? 

Mr. Wirzer. I am sure there were such meetings. I don’t recall 
any specifically. But in answering that question, I don’t want to look 
on this previous meeting as being a briefing meeting, because that 
wasn’t my concept of what it was. It was essentially an interim 
progress meeting where they could tell us what ideas they had and 
encourage us to adopt certain things. 

Mr. Harpy. That was after Mr. Morton had taken over and Mr. 
Lourie had gone? 

Mr. Wizper. Yes. That is correct. 

Mr. Harpy. And that was at just about the time that Mr. Morton 
was canceling the contract? 

64302—56—pt. 1——19 
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Mr. Wiper. Well, it would have been just ahead of that; yes. 

Mr. Harpy. A mighty little ahead of it, if any, because Mr. Morton 
hadn’t been on the job but 2 or 3 days when the contract was can- 
celed, as I recall. 

Mr. Wiser. I am not sure about that, but I think that is right. 

Mr. Harpy. We started out with a program under which the Heller 
group was supposed to have more or less continuous informal dis- 
cussions with staff people, and I presume that they did; is that 
correct ? 

Mr. Wiper. Yes. I had several discussions with them. 

Mr. Harpy. To call attention to the things that they were finding 
and the suggestions they would make, and to see whether or not it 
would be appropriate to implement their suggestions as the time went 
on? It was more or less an automatic proposition? Wasn’t that 
what it was supposed to be? 

Mr. Wueer. That is correct. Of course, in the case of the con- 
trollership functions, tliere were no specific segments that were recom- 
mended for immediate adoption or later adoption. There were some- 
what philosophical generalizations about the situation. 

Mr. Harpy. This is during the period that the survey was in 
progress ¢ 

Mr. Wizper. Yes. 

Mr. Harpy. They made no specific recommendations, but their dis- 
cussions were more or less of a philosophical trend in the abstract ? 

Mr. Wizper. I would say that is essentially correct. The only spe- 
cific thing, if you can call it specific, was a set of four dummy state- 
ments which had been partly filled out with classifications, down to 
tab columnar arrangements across the top, but I don’t remember any- 
thing other than that. There was no procedure to go with that, and 
I don’t remember any memoranda that were proposed. 

Mr. Harpy. I get the impression that subsequent to the time Mr. 
Morton took over—and I get this exclusively from what little con- 
versation we have had here in the last few minutes—you and Mr. 
Wailes had frequent conversations with Mr. Morton in which you 
discussed the work of the Heller group; is that right ? 

Mr. Wiper. Yes; that is right. 

Mr. Harpy. And that at the meeting referred to by Mr. Wilson and 
on other occasions when you dise vussed it just privately between you 
and Mr. Wailes and Mr. Morton, the burden of the discussion was to 
the effect that the Heller recommendations, insofar as the controller- 
ship functions were concerned, were divided; is that correct? 

Mr. Wiper. I would say that is essentially correct, although at no 
time—I was just trying to relate this to the May 15 date. These 
meetings—some of them took place before we had the report, Tt am 
sure. 

Mr. Harpy. Well, now, actually between the time that the aed: 
lation was agreed upon and the end of the contract was reached, there 
was little or no consultation with any of the Heller people; isn’t that 
correct ¢ 

Mr. Wiizer. I am quite sure that is right, because, of course, they 
left the Department and prepared a lot of their report in Cleveland. 

Mr. Harpy. There was very little they could do, except prepare the 
report, so any of the discussions they had that would have any funda- 
mental basis toward a constructive approach toward adopting any 
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of the regulations had to occur prior to the time Mr. Morton ordered 
the contract to be canceled ? 

Mr. Wizer. Yes; that would be correct. 

Mr. Harpy. So that the discussions that you had with Mr. Morton, 
the discussions that took place between you and Mr. Morton and 
Mr. Wailes insofar as these Ropclheteen? recommendations of the 
Heller group with respect to the controllership functions are con- 
cerned, took place during that brief period prior to the time notifica- 
tion had been given to Heller that the contract was to be canceled ? 

Mr. Wiser. I would say that is correct, Mr. Chairman. 

Mr. Harpy. Now, after the report was issued, what happened? 

Mr. Mountarn. Mr. Chairman, may I interject? There was a little 
point prior to that that needs clarifying. 

Prior to the cancellation, or the decision on the part of the Depart- 
ment to accept Heller’s invitation to cancel this contract, you had con- 
veyed your judgment about the Heller work to Mr. Wailes and Mr. 
Morton through these various meetings, had you not? 

Mr. Wieser. Well, I didn’t have too much judgment about it, actu- 
ally. You see, I was busy here on the Hill just about that time. Our 
hearings in the House, I believe, were in March and our hearings in 
the Senate were in April, and I was away from the office a great deal 
and I was not familiar with the other aspects of the report. As I 
remember it, we didn’t have too much to go on in terms of the con- 
trollership operations prior to that time. 

Mr. Mountain. Do we understand that after this meeting which 
we have referred to here as a briefing at which the Heller people dis- 
cussed the budget activities or certain portions of them in some 
length that there was no meeting subsequent to that and prior to the 
cancellation of the contract. at which you made your views known to 
Mr. Morton and Mr. Wailes about the value of their work? 

Mr. Wrrzer. I don’t remember there being any other meeting, but 
certainly it was clear from my participation in that one meeting how 
I felt about them. 

Mr. Mountarn. How did you feel about them ? 

Mr. Wirzer. I thought their suggestions on the change in the 
budget format were completely unworkable, for one, and, of course, 
on the American salaries, if that was a subject at that meeting— 
my recollection is it was—I don’t think it is necessary to centralize the 
personnel funds in the Office of Personnel to gain the kind of control 
that you need. So my feelings were clear to Mr. Morton right over 
the table in that session, without requiring any subsequent meetings. 

Mr. Mountain. Were you ever asked by Mr. Morton as to whether 
their work ought to be continued, or did you make any suggestion to 
Mr. Morton that they had outlived their usefulness, in your opinion ? 

Mr. Wiper. I don’t recall his ever asking me, but certainly if he 
had, I would have told him that I thought they had accomplished 
about everything they could. 

Mr. Harpy. We are going to have to recess now, so I can answer 
rolleall. 

(Whereupon, a short recess was taken.) 

Mr. Harpy. Let the committee come back to order. 

Go ahead, Mr. Mountain. 

Mr. Mountain. Were you asked by anyone to review the final Heller 


report of May 15, 1954? 
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Mr. Wiser. The memorandum that was introduced into the record 
this morning by Mr. Wilson was the only formal request, I believe, 
that was made for anyone to review the report, although in my job I 
took it to be expected of me to do just that, which, of course, I did. 

Mr. Mounrarn. It asked for a written report. Did you furnish 
such a written report to Mr. Wailes? 

Mr. Wuzer. A report was requested from Mr. Harrison, the Di- 
rector of the Office of Budget, and his report, of course, came back 
through me to Mr. Wailes. 

Mr. Mountain. So Mr. Harrison’s response was passed on by you 
to Mr. Wailes? 

Mr. Wiper. That is correct. 

Mr. Mounrain. And you substantially concurred with Mr. Har- 
rison’s comments ? 

Mr. Wixzer. I concurred with everything that he said in his memo- 
randum. I think I would have gone a little bit further in some points. 

Mr. Harpy. Did you have an opportunity to express yourself fur- 
ther, which was not contained in the memorandum ? 

Mr. Wueer. Yes, sir. 

Mr. Harpy. I take it you did avail yourself of that opportunity ? 

Mr. Wizeer. Yes, I did, Mr. Chairman. 

Mr. Harpy. And to whom did you make that evaluation ? 

Mr. Wuzer. I don’t recall the specific details, but 1 am certain I 
conveyed it to Mr. Wailes. 

Mr. Mountain. What was your evaluation as made to Mr. Wailes? 

Mr. Wizper. Well, frankly, I was very disappointed in the report. 
I felt an insufficient amount of time had been devoted to making a 
study in the Office of the Budget by the Heller staff, and I felt too little 
time had been devoted in the Office of Finance, and I felt that this was 
the kind of thing where, after very limited investigation, the staff 
closeted itself pretty much and attempted to draft a report. 

I based that feeling on the very complex nature of this problem as 
I have seen it over the past several years. I, personally, would hesitate 
to go into the Department of State and evaluate an operation as com- 
plex as this after a very limited examination. 

Mr. Harpy. Is that answer consistent with the observation that you 
made earlier that you concurred in the notion that the Heller report 
should be canceled before they even completed the originally expected 
period ? 

Mr. Wueer. I would say so, although I don’t think the two were 
related because, of course, I didn’t know what the contents of the 
report were going to be back in March. 

Mr. Harpy. It would seem to me that you are making observations 
that the report is invalid because it hadn’t had enough. time devoted 
to the Office of Finance and the budget operations, and yet you testi- 
fied previously that you were in accord with the idea that the contract 
ought to be terminated before it ran its actual length of time. 

Mr. Wizer. That is correct, Mr. Chairman, although at the time 
of the cancellation it was just a question of a couple weeks longer to 
run to its normal termination. So a recommendation of that kind 
would not have been particularly material, you see, in terms of pro- 
duction or how I felt they were operating and so on. 

Mr. Harpy. Well, was it a matter of not having spent sufficient time 
to make a proper evaluation of areas in which you were particularly 
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concerned, or was it the fact that they were just getting in your hair 
and you wanted to get rid of them? 

Mr. WILBER. They weren’t getting in my hair, Mr. Chairman. As 
a matter of fact, I welcomed the investigation, and, as I say, I was 
frankly disappointed with the outcome. 

Mr. Harpy. Yes, but you had decided before the outcome became 
available that the contract ought to be canceled. 

Mr. Wiper. Well, I think in the back of my mind probably was this 
thought, that we could have extended that contract for another year 
before they could really have accomplished a complete investigation, 
and I think it should have been done. 

Mr. Harpy. Why didn’t you make a recommendation that the con- 
tract be extended then instead of being canceled, if you welcomed the 
study into the areas under which you had jurisdiction? You wel- 
comed it, and yet you say—well, I just don’t add up these different 
statements you make. 

Mr. Witeer. Well, I was there; I saw the staff in operation; I saw 
the direction that was being given to them; I saw the spirit of frus- 
tration that I think has already been referred to developing, and, 
frankly, I don’t think it would have been a service to the Depart- 
ment or the Government to continue that project under the auspices 
which it was then operating under. 

As a matter of fact, I felt the greatest contribution they could make 
was in the field of administrative services, and I think they did a fine 
job, a very effective job. 

Mr. Harpy. As long as they are in somebody else’s pasture and don't 
encroach on your territory, everything is all right? 

Mr. Witeer. No, sir; 1 would welcome it. 

Mr. Harpy. Well, I just have a little difficulty adding these together 
and coming up with an answer that I can understand. 

Go ahead, Mr. Mountain. 

Mr. Mountarn. Did you convey your ree about the con- 
trollership portion of the Heller report to Mr. Carpenter when he as- 
sumed the post formerly occupied by Mr. Wailes? 

Mr. Wixper. I may have had one or ~~ conversations with him 
about it, but my recollection is that Mr. Carpenter wanted to take a 
very objec tive look at the whole report without benefit of the opinion 
of anyone who was involved in the study. So I would say at no time 
did I have a full and complete and frank expression of exactly how I 
felt about the report with Mr. Carpenter. I may have made reference 
to certain parts of it. 

Mr. Harpy. Did you participate in the drafting of any part of it? 

Mr. Wiper. Of what, sir? 

Mr. Harpy. Did you ’ participate in the drafting of any part of 
Mr. Carpenter’s progress report ? 

Mr. Wirzer. That, essentially, was Mr. Carpenter’s own handiwork. 

Mr. Harpy. I didn’t ask you that. 

Mr. Wizer. I was going to say he referred a draft to me and I did 
make a couple of suggestions about it, ves. 

Mr. Mountain. You had been asked on July 2 by Mr. Carpenter, 
I believe, to make comments on certain portions of the personnel 
management study ; is that correct / 

Mr. Wiper. I don’t believe I was asked for comment on that. 
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Mr. Mounrarn. Well, I believe that you were asked, or your office 
was asked, to comment on the Robert Heller & Associates’ recommen- 
dation that the Office of Personnel be given sole authority to obligate 
salary and allowance funds for American Foreign Service personnel. 

Mr. Wiper. I believe the Budget Office was asked for comment 
on that. 

Mr. Mountain. The Budget Office, which was headed by Mr. Har- 
rison at that time? 

Mr. Wizer. I believe so. I am not quite clear on that point. 

Mr. Mountarn. Do you recall a reply, dated July 8, 1954, from Mr. 
Harrison to Mr. Carpenter, in the form of a memorandum on this 
subject ¢ 

Mr. Winer. On the subject of personnel ? 

Mr. Mounratn. The control of American salaries. 

I will hand you this document, Mr. Wilber, and ask you if you are 
familiar with. 

Mr. Wizer. I don’t recall specifically. Undoubtedly I saw it, but 
I don’t recall it specifically. 

Mr. Mountain. You were not involved in that particular transac- 
tion ? 

Mr. Wizper. I may have been. It may have come through me to 
Mr. Carpenter. 

Mr. Mounratn. Well, Mr. Harrison was a subordinate of yours; 
was he not? 

Mr. Wiper. Oh, yes. 

Mr. Mounrarn. And any memorandum that he sent to Mr. Car- 
penter would normally come through your hands and with your 
approval? 

Mr. Wixeer. In most cases, they do. In many cases, of course, they 
do not. But I would say in most cases they do. 

Mr. Mountatn. Well, this pertains to a very serious and important 
matter of handling of American salary funds, a very important budget 
matter. Would you presume you would be familiar with that? 

Mr. Wiper. If this is the one in response to Mr. Saltzman’s re- 
quest that Mr. Carpenter resolve the issue, I was in that up to my neck. 
But I just don’t recall this particular memorandum. 

Mr. Mounratn. Did you make any other response, other than that 
memorandum, to Mr. Saltzman’s request through Mr. Carpenter? 

Mr. Wizper. No. I was not called upon for any written comment 
at that time. 

Mr. Harpy. Specifically, what were you called upon to do? 

Mr. Wuzer. In connection with the American salaries? 

Mr. Harpy. Yes. You said you were in it up to your neck. Let’s 
get a little clearer picture of exactly what that involved. 

Mr. Wiper. I was working very closely with Mr. Carpenter as the 
focal point where consideration was being given to the subject. I 
had very definite convictions on it my self, which I conveyed to Mr. 
Carpenter, and later to Mr. Henderson, about the control of Ameri- 
can salaries; also, Mr. Saltzman, although I can’t remember spe- 
cifically on that point. So I think I had a “Jar ge number of conversa- 
tions with Mr. Carpenter. 

Mr. Harpy. Let me see if I understand. You say you were working 
very closely with Mr. Carpenter on that subject ? 

Mr. Wirzer. Yes, sir. 
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Mr. Harpy. Over what period of time did that extend ? 

Mr. Wizser. Well, I would say right from the time of the Saltzman 
memorandum directing that the whole subject be reconsidered. 

Mr. Harpy. Now, what whole subject? How much was involved 
in that particular subject ? 

Mr. Wiper. Not to avoid that question, but it goes way back fur- 
ther than that because it was discussed at the time the Heller pro- 
posals were made, of which this was a major proposal. So I discussed 
the matter, also, with Mr. Wailes at that time and I am sure Mr. Saltz- 
man or Mr. Lourie. 

Mr. Harpy. Let’s see if we can Ea this. Over what period 
of time were you working closely with Mr. Carpenter on this matter ? 

Mr. Wiser. Well, I would say it ais date from the time he 
first came in until he sent out a memorandum on July 2, or some such 
date, requesting the geographic bureaus, Office of Personnel, and Of- 
fice of Budget to submit their recommend: moe regarding the Heller 
proposal. So I was involved with Mr. Carpenter right from that 
time on, right up until the present, actually. 

Mr. Harpy. You were involved with him very closely on this mat- 
ter up until the time he sent out a specific request to the geographic 
bureaus? Is that what you say? 

Mr. Witeer. No; since he sent it out. You see, Mr. Carpenter 
arrived on board late in 23—and one of the first papers 
to hit him was a directive from Mr. Saltzman, who came on board 
June 25, I believe, to reopen this whole subject and study it and 
resolve the matter. 

Mr. Harpy. You worked very closely with Mr. Carpenter in con- 
nection with a total study of the Heller report? 

Mr. Wieer. Of the recommendation on American salaries con- 
tained in the Heller report. 

Mr. Harpy. Is that the only phase of it ? 

Mr. Wrivser. I would say that is the only one, really, that crosses 
the line from personnel to budget, and that, of course, was a very de- 
batable subject at the time. 

Mr. Harpy. Well, that specific problem crossed the line between 
personnel and budget , and you were working with Mr. Carpenter on 
that particular item ? 

Mr. Wiper. Yes, sir. 

Mr. Harpy. What other items in the total Heller report were you 
also working closely with Mr. Carpenter on ? 

Mr. Wiizer. I believe that is the only one. 

Mr. Harpy. Not any revolving exclusively around the budget or 
finance ? 

Mr. Wiser. Excuse me, the “man-in-motion” problem, of course, 
would be another, which is a different item, I think. 

Mr. Harpy. That also gets into personnel ? 

Mr. Wuzer. That gets into both budget and personnel. 

Mr. Harpy. Well, how about the areas that relate only to budget or 
to finance. Weren’t you considerably involved in those in discussion 
with Mr. Carpenter? 

Mr. Wizeer. I would say not in any great detail, because the 
specifics are not contained in the report. To pick something up and 
do precisely this or that—it doesn’t break itself down into” specifics 
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that we could be energetically working on, so it is not quite the same, 
Mr. Chairman. 

The American salaries is a distinct project, a very important one. 
The man-in-motion is a distinct project, but there are no such specifics 
in the report dealing with budget matters. 

Mr. Harpy. I will tell you T am about to get to the conclusion that 
you are one of the best hairsplitters I have seen up here. 

Mr. Wizeer. The best what? 

Mr. Harpy. The best hairsplitter. 

Mr. Wiper. I don’t mean to be, sir. 

Mr. Harpy. I just can’t get myself clear. A while ago I asked you 
about the assistance to Mr. Carpenter in connection with the prepara- 
tion of a progress report. You answered by saying something to the 
effect that Mr. Carpenter wanted to be very objective. You recall 
I told you at the moment that that particular observation wasn’t re- 
sponsive to my question. I know he wanted to be objective. And you 
went into some further explanation. Now, I get the impression that 
at the time Mr. Carpenter took over you were in close consultation 
with him continuously on the matter involved in the Heller report, 
and, therefore, it must be that your advice and consultation at least 
formed a substantial part of the basis for his progress report, whether 
you wrote it or not. Wouldn’t you agree with that ? 

I am not asking Mr. Carpenter; I am asking you. 

Mr. Wizzer. I see your point. To that extent, certainly I influ- 
enced his thinking. I didn’t mean to imply otherwise. 

Mr. Harpy. Now, you see why I am talking about hairsplitting. 

Now, let’s get down to cases and put the thing out on the table, and 
I think we will get along a whole lot faster. ‘T hate to have to dig 
around around for something like this. If you had said in the begin- 
ning you were in close ¢ onsultation with Mr. Carpenter, we could have 
avoided all these questions. I don’t mean to infer you are deliberately 
leading the committee up a blind alley, but, frankly, I don’t think J 
ought to have to dig for that kind of information. You see what J 
am talking about ? 

Mr. Wizeer. On the progress report—maybe this will help—we 
talked about controllership functions. Also, there were a couple 
points in connection with personnel, that portion of his report. The 
one dealing with management inventory, I discussed that with him, 
and that has been a constant subject for discussion right straight 
along; that is, post complements and all of the rest of it. 

Mr. Harpy. As a matter of fact, didn’t you advise him very closely, 
advise Mr. Carpenter on practically every area of that report with 
which you had any contact at all? 

Mr. Wiser. If the matter was—I don’t mean to not answer your 
question directly—an operating problem facing the Department, and 
we were dealing with it at the time, and I will be glad to cite those, I 
did, certainly. 

Mr. Harpy. You are evading the question, and I want to make the 
observation that if I had come into an organization in the shape Mr. 
Carpenter was in, I would have wanted the advice and consultation of 
the man in that agency who had the closest contact with it, the one 
who is supposed to be the most competent, and I would take that to 
be you, and if Mr. Carpenter didn’t use your services to the fullest, then 
I don’t know what in the world was wrong with him. 
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Now, you sit down there and try to lead me to believe—well, you 
give both answers, and I don’t know where I am. 

Mr. Wuzer. I don’t know whether this will help or not, but at the 
time Mr. Carpenter assigned the project to Mr. Clark to review the 
Heller report, I believe he specifically instructed Mr. Clark not. to 
contact those people who were affected by the report so that he would 
be influenced by their observations, comments, and so on, and I believe 
that was the same attitude that Mr. Carpenter had when he prepared 
his progress report. 

Now, of course, he would be influenced by any discussion that we 
had on items that were affected by the report. 

Mr. Harpy. Well, you know and I know that no man from outside 
any business can come into a completely new situation and catch up 
all of the loose ends without the help of somebody in the shop. 

Mr. Wiper. No, of course. 

Mr. Harpy. You weren’t born yesterday, and neither was Mr. Car- 
penter, and he has demonstrated his ability in an administrative ca- 
pacity in private industry for a long time, and he has better sense 
than to come into the State Department and attempt to exercise his 
independent judgment about everything without consulting the people 
that know the answers. 

Mr. Wieer. Surely. 

Mr. Harpy. Go ahead, Mr. Mountain. 

Mr. Mounta1n. There was one point brought up, Mr. Chairman, by 
Mr. Wilber’s answers. I believe you made the statement that there 
were no definite observations in the Heller report on which you could 
base action. I would like to cite two or three statements and ask you 
whether you feel these are inadequate bases for action or consultation 
with Mr. Carpenter. 

The financial plan— 

I am citing from page 50 of the Heller report— 


prepared by the Office of the Budget and reports after appropriations had been 
received allots funds in total to bureaus and offices and makes inadequate attempts 
to identify the funds where allocated or expense classifications. 

Another item, and I quote: 

In the subsequent reporting of obligations incurred, there is not a suitable 
segregation of costs of services rendered other agencies. Therefore, the Depart- 
ment management and Bureau of the Budget are confronted with the com- 
plicated task of reviewing performance and expenditure in relation to the 
Department’s programs and those of other agencies for which services have been 
provided. There is no regular system of reporting—— 

Mr. Harpy. Let’s get some comments on these as you go along. 
These represent specifically the very thing we have been talking about. 
These relate to recommendations that affected the areas of your exclu- 
sive jurisdiction ; isn’t that right, Mr. Wilber ? 

Mr. Wiper. Yes; that is correct. 

Mr. Harpy. Do you disagree with those observations? 

Mr. Wuer. Yes, sir; I do. 

Mr. Harpy. You hae with the observation, for instance, that 
there was not enough breakdown between persons and things in the 
budget ? 

Mr. Wiper. I believe there is ample breakdown, Mr. Chairman. 

Mr. Harpy. Then you subscribe to the thought that the State 
Department and people in the geographic bureaus should have abso- 
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lute freedom to expend funds as they see fit, regardless of the manner 
in which the appropriation was provided ? 

Mr. Wiper. No, sir, I do not. 

Mr. Harpy. Do you subscribe to the thought they should be per- 
mitted to take funds which were appropriated for personnel and buy 
things with them ? 

Mr. Wizer. Not without prior clearance. 

Mr. Harpy. By whom? 

Mr. Winer. The central budget shop. 

Mr. Harpy. If they were specifically appropriated for salaries, you 
still would go along with the idea that if the central budget shop 
authorized them to take salary funds and:use them for purchase of 
air conditioners, it should be permitted ? 

Mr. Witzer. Mr. Chairman, it isn’t quite that clear. 

Mr. Harpy. I am asking you a question, a clear question. Maybe 
that is not the kind of situation that is set forth in the Heller report, 
but that is clear, isn’t it? 

Mr. Wiper. Yes, but I think I should explain this, that when 
we get money from the Congress, it is never in the amount that we 
ask for. Therefore, there is no earmarking of funds specifically for 
personnel or for things, and we also operate within the total that 
has been presented to the Congress for those things. So it is not a 
deviation from any mandate from the Congress; it is effective manage- 
ment in that you need the money for such purpose to accomplish your 
job and there has to be a certain amount of flexibility there. 

Mr. Harpy. If there is a wide-open application in the manner in 
which you indicate—I am going to have to look at the way the ap- 
propriation bill and the reports are drawn—but if it is a wide-open 
proposition, and I had not understood it was completely open like 
that—you justify it on the basis of so much money for things. Fre- 
quently you have a breakdown within the area of things. You have 
items in there for buildings and you have items for maintenance 
of buildings, but I do not understand that you have complete license, 
regardless of what the Secretary of State or the central budget office, 
or whoever it may be, decides, to apply maintenance funds to Foreign 
Service salaries, for instance. 

Mr. Wireer. Well, in that particular case it is where the authority 
for the operation and maintenance of buildings was contained within 
two appropriations, so that you had the basic authority under either 
appropriation to take care of that particular activity. It wasn’t 
the diversion of funds from one purpose to another; it was a case of 
financing an activity, which is authorized under either appropriation. 

Mr. Harpy. Without any specific appropriation of funds for that 
particular program ? 

Mr. Wiieer. Well, did you want to get into the foreign buildings? 

Mr. Harpy. You just use that as an illustration. I am not con- 
cerned with it as such. I think, frankly, I understand about the 
latitude that you think should apply to the budget and finance opera- 
tions down there in the State Department. I think we are going to 
have to look into this very much more carefully. 

For instance, are you called upon to approve the transfer of funds 
from one specific function to another one; for instance, from foreign 
buildings? If you had funds appropriated for buildings, and you 
wanted to use it for salaries, would that come under your jurisdiction. 
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Mr. Wizzer. It wouldn’t come under my jurisdiction ; it would come 
to me for recommendation to my superiors as to the possible sources 
of funds. I wouldn’t have the authority to do it personally. 

Mr. Harpy. I am going to do my best to see there is a little bit 
closer earmarking to see where each one is going to be used in the 
future. The next time you all come down here, [ am going to appear 
before the Appropriations Committee myself 1f my present inclina- 
tion is sustained. 

Would you go along with the idea that the confidential funds should 
be used to pay for things that are authorized under specific authoriza- 
tion and for which specific appropriations had been made? 

Mr. Wiser. It depends upon the nature of them, Mr. Chairman. 
Generally, no. 

Mr. Harpy. Were you called upon to figure out a way to pay the 
Heller account ? 

Mr. Wiueer. I was asked for the various alternatives that might 
be used. 

Mr. Harpy. Did you make a recommendation to take that money 
out of confidential funds? 

Mr. Wiser. That was one of the alternatives that I suggested to 
Mr. Lourie. 

Mr. Harpy. Does your budgeting, financing, and accounting ex- 
perience indicate that that is a —— use of confidential funds? 

Mr. Wiuzzer. Of course, the utilization of that fund, Mr. Chairman, 
has never been specifically prescribed, except by the arrangements 
that have been made with the Appropriations Committee. 

Mr. Harpy. ‘The Appropriations Committee never did intend that 
that fund would be used for an item that was specifically provided for 
under individual authorizations; isn’t that correct ? 

Mr. Wiper. That is certainly generally correct. 

Mr. Harpy. And certainly such a proposition as a management 
survey is not the kind of thing that was envisioned to be paid out of 
confidential funds. Now you do know that, don’t you? 

Mr. Wmper. Yes, sir. 

Mr. Harpy. Are you familiar with a deficit and the fact that there 
were insufficient funds to pay Canada for certain obligations of the 
International Fisheries Commission ? 

Mr. Wibzer. Yes, sir. 

Mr. Harpy. Did you recommend that that be paid out of the con- 
fidential fund ? 

Mr. Wiper. Yes; I did. 

Mr. Harpy. That was an item that was specifically authorized by 
the Congress; is that right ? ; F 

Mr. Wiper. That was authorized by the Congress for a fiscal year 
that had expired way back. I think it was 1946 or 1947, if my 
memory is correct, and our situation with the Canadian Government 
was extremely embarrassing in terms of our foreign relations with 
that country. The matter had been submitted as a claim and the 
time involved took so long that it appeared to our political people in 
the Department it was extremely important that that matter be 
resolved. So it was merely a question—we owed the debt to Canada. 
There was no question about that. It was the result of an exchange 
fluctuation. 
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Mr. Harpy. As a matter of fact, the total amount that was paid 
exceeded the original congressional ‘author ization, didn’t it? 

Mr. Wirzer. I don’t recall about that, sir. I didn’t think so. As 
a matter of fact, there was sufficient balance in the fund, had it not 
expired. 

I am just drawing on my memory now. But as I recall, there were 
enough funds in the appropriation itself for what was called the 
American sections at that time. 

Mr. Harpy. I didn’t understand it that way. So maybe we will 
wait until we have a chance to get into that. 

Mr. Wizer. I have the full details on that, Mr. Chairman. 

Mr. Harpy. I think we have it, too. 

Go ahead, Mr. Mountain. 

Mr. Mounrarn. Mr. Wilber, you have stated that you are familiar 
with the statement made in Mr. Carpenter’s progress report on the 
controllership functions, I believe. Do you concur with the state- 
ments made therein ¢ 

Mr. Wuzer. I would say yes. It doesn’t go, perhaps, as far as I 
would have gone. But I agree with the statements that are made. 

Mr. Mountarn. How much further would you have gone? 

Mr. Wiper. Well, I believe I would have evaluated the Heller 
report by a statement similar to those which I have made earlier here, 
whereas this statement of progress essentially is not a progress report, 
but is merely a comment about certain factors that might affect the 
recommendations of the Heller report. 

Mr. Mounrarn. Is there any statement in that section of the prog- 
ress report that says the Heller findings are in error on any point? 

Mr. Wuzer. I don’t believe so. May I refer to it here? 

Mr. Mountain. Surely. Pages 11 and 12. 

Mr. Wrieer. Your question is whether any of these statements are 
in error ?¢ 

Mr. Mounratn. Is there any statement in the progress report which 
says that the Heller findings are in error? 

Mr. Wizzer. No, sir, as far as I can see. 

Mr. Mountain. Are you aware that there has been no apparent 
hesitancy in other parts of the progress report in labeling Heller’s 
findings as unjustified ? 

Mr. Wiser. In other parts of the progress report ? 

Mr. Mountain. Yes, sir. 

Mr. Wueer. I am not that familiar with it, Mr. Mountain, but I 
believe that is correct. 

Mr. Mounrain. The third paragraph on page 11 of the progress re- 
port makes reference to the impact of the reorganization in 1949 on 
the controllership functions. Will you tell us the origin and nature 
of the reorganization in 1949 referred to at this point ? 

Mr. Wiueer. Yes. At that time, Mr. Pourifoy_—Mr. Jack Peuri- 
foy—was an Assistant Secretary for Administration. It was about 
the same time that the Hoover Commission was making a rather de- 
tailed Government survey and conducting staff studies. Mr. Peuri- 
foy, as a result of feeling that the decision as to whether or not the 
Department ought to operate on a functional or geographic basis, 

came to the front. So he established task forces working on various 
parts of the Department to determine how the Department could best 
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function. As a result of that study, the then central budget and fi- 
nance operation for the field which was centered in the Office of For- 
eign Service at that time, was decentralized to the Geographic Bu- 
reaus, and the heads of these bureaus were elevated to be Assistant 
Secretaries, rather than office directors. 

That is the origin and .the crux of what transpired at that time. 

Mr. Mounrarn. You are referring, I presume, to recommendation 
No. 12 of the Hoover Commission, which says: 

The delegation of substantive authority to the four regional Assistant Secre- 
taries and multilateral to one international organization Assistant Secretary 
should result in their being able to handle the bulk of substantive matters com- 
ing into the Department from missions at Overseas points and at international 
organizations without reference to the top command of the Department. Con- 
currently, the Deputy Under Secretary for Administration should delegate to 
them adequate tools of administration with which to meet the needs of these 
missions. While the Deputy Under Secretary on the administrative side must at 
all times retain firm control over the determination and carrying out of ad- 
ministrative policies, particularly with respect to inspections much of the day- 
to-day work in connection with personnel administration, organizational plan- 
ning, budgetary and other matters with respect to overseas and other missions 
can be more efficiently performed on a decentralized basis in the action units. 

Is that the essence of their recommendation and this is the basis? 

Mr. Wiser. Yes, sir. I believe the reorganization of the Depart- 
ment, that is, the Department’s own project on reorganization was 
completed prior to the Hoover Commission report, so, in effect, the 
Hoover report which came afterward agreed with the essential princi- 
ples that were embodied in the Department’s reorganization. 

Mr. Mountain. I refer you to a portion of the statement I just 
read which says that the Deputy Under Secretary on the administra- 
tive side must at all times retain firm control over the determination 
and carrying out of administrative policies. Have you, in the course 
of the reorganization which followed, maintained that firm control? 

Mr. Wiser. I believe it was retained. Of course, the term “firm 
control” is a relative one, and I think adequate control has been 
maintained. Not that perhaps it couldn’t be improved, but I think 
that there has been adequate control. 

Mr. Mounrain. Will you define for us what you mean by firm or 
adequate control in the sense in which it is used here in the Hoover 
recommendation ¢ 

Mr. Wiper. Well, I think there are three elements to adequate 
control. One is an orderly and effective procedure for laying out 
your financial program in relation to the substantive program that 
has to be performed. I think that planning which is done in the first 
instance in the operating offices must have the review and approval 
of the central budget authority. The third element, I think, is the 
procedure whereby ‘the records and actions of the operating offices are 
audited to determine that there has been conformance with the ap- 
proved financial plan. 

Mr. Mountain. Have you, in your position as Chief Budget and 


Financial Officer of the Department, since 1950, had and exercised 
this kind of control / 


Mr. Wiper. I would say so. 
Mr. Harpy. You think you have exercised this kind of control ? 


Mr. Wiser. Yes, but not that it couldn’t be improved. But 


we 
have been steadily improving. 
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Mr. Harpy. As a matter of fact, the total amount that was paid 
exceeded the original congressional authorization, didn’t it? 

Mr. Wuser. I don’t recall about that, sir. I didn’t think so. As 
a matter of fact, there was sufficient balance in the fund, had it not 
expired. 

I am just drawing on my memory now. But as I recall, there were 
enough funds in the appropriation itself for what was called the 
American sections at that time. 

Mr. Harpy. I didn’t understand it that way. So maybe we will 
wait until we have a chance to get into that. 

Mr. Wiper. I have the full details on that, Mr. Chairman. 

Mr. Harpy. I think we have it, too. 

Go ahead, Mr. Mountain. 

Mr. Mounratn. Mr. Wilber, you have stated that you are familiar 
with the statement made in Mr. Carpenter’s progress report on the 
controllership functions, I believe. Do you concur with the state- 
ments made therein ? 

Mr. Wuer. I would say yes. It doesn’t go, perhaps, as far as I 
would have gone. But I agree with the statements that are made. 

Mr. Mountatn. How much further would you have gone? 

Mr. Wiper. Well, I believe I would have evaluated the Heller 
report by a statement similar to those which I have made earlier here, 
whereas this statement of progress essentially is not a progress report, 
but is merely a comment about certain factors that might affect the 
recommendations of the Heller report. 

Mr. Mountarn. Is there any statement in that section of the prog- 
ress report that says the Heller findings are in error on any point? 

Mr. Wuzer. I don’t believe so. May I refer to it here? 

Mr. Mountarn. Surely. Pages 11 and 12. 

Mr. Wivper. Your question is whether any of these statements are 
in error? 

Mr. Mountatrn. Is there any statement in the progress report which 
says that the Heller findings are in error? 

Mr. Wuzer. No, sir, as far as I can see. 

Mr. Mountain. Are you aware that there has been no apparent 
hesitancy in other parts of the progress report in labeling Heller’s 
findings as unjustified ? 

Mr. Wiper. In other parts of the progress report ? 

Mr. Mountain. Yes, sir. 

Mr. Wrizer. I am not that familiar with it, Mr. Mountain, but I 
believe that is correct. 

Mr. Mounratn. The third paragraph on page 11 of the progress re- 
port makes reference to the impact of the reorganization in 1949 on 
the controllership functions. Will you tell us the origin and nature 
of the reorganization in 1949 referred to at this point ? 

Mr. Wizeer. Yes. At that time, Mr. Poarlicy hie, Jack Peuri- 


foy—was an Assistant Secretary for Administration. It was about 
the same time that the Hoover Commission was making a rather de- 
tailed Government survey and conducting staff studies. Mr. Peuri- 
foy, as a result of feeling that the decision as to whether or not the 
Department ought to operate on a functional or geographic basis, 
came to the front. So he established task forces working on various 
parts of the Department to determine how the Department could best 
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function. As a result of that study, the then central budget and fi- 
nance operation for the field which was centered in the Office of For- 
eign Service at that time, was decentralized to the Geographic Bu- 
reaus, and the heads of these bureaus were elevated to be Assistant 
Secretaries, rather than office directors. 

That is the origin and.the crux of what transpired at that time. 

Mr. Mounra1n. You are referring, I presume, to recommendation 
No. 12 of the Hoover Commission, which says: 

The delegation of substantive authority to the four regional Assistant Secre- 
taries and multilateral to one international organization Assistant Secretary 
should result in their being able to handle the bulk of substantive matters com- 
ing into the Department from missions at overseas points and at international 
organizations without reference to the top command of the Department. Con- 
currently, the Deputy Under Secretary for Administration should delegate to 
them adequate tools of administration with which to meet the needs of these 
missions. While the Deputy Under Secretary on the administrative side must at 
all times retain firm control over the determination and carrying out of ad- 
ministrative policies, particularly with respect to inspections much of the day- 
to-day work in connection with personnel administration, organizational plan- 
ning, budgetary and other matters with respect to overseas and other missions 
can be more efficiently performed on a decentralized basis in the action units. 

Is that the essence of their recommendation and this is the basis? 

Mr. Wiuser. Yes, sir. I believe the reorganization of the Depart- 
ment, that is, the Department’s own project on reorganization was 
completed prior to the Hoover Commission report, so, in effect, the 
Hoover report which came afterward agreed with the essential princi- 
ples that were embodied in the Department’s reorganization. 

Mr. Mountain. I refer you to a portion of the statement I just 
read which says that the Deputy Under Secretary on the administra- 
tive side must at all times retain firm control over the determination 
and carrying out of administrative policies. Have you, in the course 
of the reorganization which followed, maintained that firm control? 

Mr. Wixper. I believe it was retained. Of course, the term “firm 
control” is a relative one, and I think adequate control has been 
maintained. Not that perhaps it couldn’t be improved, but I think 
that there has been adequate control. 

Mr. Mounrarn. Will you define for us what you mean by firm or 
adequate control in the sense in which it is used here in the Hoover 
recommendation ¢ 

Mr. Wizper. Well, I think there are three elements to adequate 
control, One is an orderly and effective procedure for laying out 
your financial program in relation to the substantive program that 
has to be performed. I think that planning which is done in the first 
instance In the operating offices must have the review and approval 
of the central budget authority. The third element, I think, is the 
procedure whereby the records and actions of the operating offices are 
audited to determine that there has been conformance with the ap- 
proved financial plan. 

_Mr. Mountain. Have you, in your position as Chief Budget and 
Financial Officer of the Department, since 1950, had and exercised 
this kind of control ? 

Mr. Wizper. I would say so. 

Mr. Harpy. You think you have exercised this kind of control ? 

Mr. Wixzer. Yes, but not that it couldn’t be improved. But we 
have been steadily improving. 
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Mr. Harpy. Let’s talk about that a little bit. We are going to 
have to adjourn now. I want you to think about that answer you 
gave that you have been exercising that control, as you just testified, 
and when we open at 10 o’clock tomorrow morning, I want you to 
elaborate on that. 

Mr. Wuper. I will be glad to do so. 

Mr. Harpy. We stand adjourned and will meet again at 10 to- 
morrow morning in this room. 

(Whereupon, at 4:55 p. m., the hearing was adjourned, to recon- 
vene at 10 a. m., Tuesday, August 2, 1955.) 
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art 1—Management Survey of the Department of State 


TUESDAY, AUGUST 2, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERNATIONAL OPERATIONS OF 
THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m. in room 304, Old House Office 
Building, Hon. Porter Hardy, Jr. (chairman of the subcommittee), 
presiding. 

Members present: Representatives Porter Hardy, Jr., Henry S. 
Reuss, Charles B. Brownson, and George Meader. 

Present also: Maurice J. Mountain, counsel; Walton Woods, staff 
investigator; and Phyllis Seymour, subcommittee clerk. 

Mr. Harpy. Let the committee come to order. 

I believe I had a question pending just before we adjourned. 


FURTHER STATEMENT OF EDWARD B. WILBER, DEPUTY CON- 
TROLLER AND BUDGET OFFICER, DEPARTMENT OF STATE 


Mr. Harpy. Mr. Wilber, do you recall the note on which we left 
the session yesterday afternoon? I asked you to comment a little 
further on a specific question. 

Mr. Wizper. Yes; 1 do, Mr. Chairman. 

Mr. Harpy. Perhaps to get our thinking oriented it would be well 
if I try to pick up from the testimony of yesterday afternoon. 

Mr. Mountain had asked you to give us your definition of the term 
“firm” or “adequate” control. You had listed three elements in your 
definition of that control. 

Then you were asked whether you, as the financial officer of the 
Department since 1950, had had and exercised that kind of control. 

I asked you to elaborate a little more fully on whether or not that 
control had existed and had been exercised in the Department. 

If you would start off along that line it might be helpful. 

Mr. Wiizer. Very well, sir. 

_One of our basic problems in financial programing has always been, 
since 1950, the determination primarily of how many positions could 
be financed, as well as the related expenses of rent, utility, automo- 
tive expense, et cetera. 

The pattern of that programing has been the same since 1950; in 
other words, taking the funds appropriated by the Congress, review- 
ing the increases or decreases from the previous year, and then com- 
puting the number of positions that could be financed and the other 
expenses that are required. 
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The technique has been the same since 1950 as far as the program- 
ing goes, and also I mentioned the central review by the Budget Office 
of those plans, which has been consistently the same, as well as the 
review by the central Budget Office of the performance of the operat- 
ing areas in relation to the financial program. 

I think the effectiveness of that control has varied, and I think the 
operating areas have not always strictly conformed to the financial 
program. 

I would feel rather sure that the central Budget Office sooner or 
later has found those instances and has taken steps to get the operat- 
ing areas back on the track. 

Mr. Harpy. Allright. Now let us be more specific. 

We will go back to the three aspects of your definition. 

Mr. Wiper. Yes, sir. 

Mr. Harpy. One is an orderly and effective procedure for laying out 
your financial program in relation to the substantive program which 
will have to be performed. That was the first element in your defini- 
tion. 

Mr. Wizper. Yes. 

Mr. Harpy. Do you consider that that phase of your definition has 
been effectively carried out since 1950 in the Department of State / 

Mr. Wizser. It has been my opinion that it has, Mr. Chairman. 

Mr. Harpy. Then you think that there has been an orderly and effee- 
tive procedure of financial planning in relation to the substantive pro- 
grams ¢ 

Mr. Wirper. I would say so, sir. 

Mr. Harpy. All right. Let us take No.2. That planning which is 
done in the first instance in the operating office must have the review 
and approval of the central budget authority. 

Has that been effective / 

Mr. Wixper. I would say so; yes, sir. 

Mr. Harpy. Central budget authority has effectively approved the 
plans which have been made and has seen that they were sound plans? 

Mr. Witeer. To the best of their ability; yes, sir. 

Mr. Harpy. Now you are hedging—to the best of their ability. We 
are talking about the effectiveness of this control. Of course, in this 
particular phi ise of your definition you are hanging the whole thing 
on the question of the effectiveness of your central ‘budget authority. 

Mr. Wiser. I shouldn't have qualified that because everything as 
far as effectiveness goes depends on the capacity of the people doing it. 

Mr. Harpy. Not ‘only on the capacity but also on the areas of their 
authority and their jurisdiction. 

Mr. Wizeer. That is right. 

Mr. Harpy. And that is another question which, as far as I am con- 
cerned, is unsettled, whether or not their field of activity actually ts 
sufficiently broad to do the kind of a job that needs to be done. | 
don’t know about that. That would have to be determined to see 
whether that element of your definition is working. 

Mr. Wiser. That is a very good point, and that could well be 
questioned. 

Mr. Harpy. And the third is the following—procedure whereby the 
records and actions of the operating offices are audited to determine 
that there has been conformance with the approved financial planning. 
You consider that has been satisfactorily carried through ? 
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Mr. Wiser. It has as a step in the procedure, Mr. Chairman. 
Again I think it could be improved. The method whereby it is car- 
ried out could be improved, and we have taken such a step in terms 
of the structure of the program. 

Mr. Harpy. One of the things that bothers me is this: Here you are 
expressing virtually complete satisfaction, you said there are some 
areas where it could be i improved, but you made a statement yesterday 
that you felt you did have effective control, adequate control. 

Yet we had considerable testimony yesterday about some rather 
confused juggling of budgeting and ‘auditing in order to be able to 
pick up bills. 

We had testimony about financial crises that arose, about transfer 
of funds from one purpose to another purpose, 

I ask you if that is illustrative of sound financial planning ? 

Mr. W iLBER. I don’t think the procedure necessarily would elimi- 
nate crises, because we always face, and currently face, very substan- 
tial and serious financial deficiencies in the funds that are available 
for the purposes which our operating people feel are essential. 

Mr. Harpy. You always do that whenever you have added during 
a fiscal year some function or some particular performance which has 
to be carried out which could not be anticipated at the time the budget 
was prepared / 

Mr. Wizeer. That is correct. 

Mr. Harpy. That is undoubtedly true, and in such cases you may 
be faced with the necessity of asking for deficiency or supplemental 
appropriations. Of course I understand that. 

But it seems to me that most of these crises we talked about yester- 
day did not grow out of that kind of proposition. (Goodness knows, 
this question of travel in connection with home leave is something 
which we have always had. That is not something which changed, 
something you could not foresee at the time the budget was prepared. 

The question of who is paying the salaries during the home-leave 
period is something which should not be too hard to foresee, based 
on experience. 

Those were some of the items that went into the financial crisis. 
Isn't that true? 

Mr. Winper. That is correct. Of course, traditionally, when the 
Department requires more funds in terms of its foreign operations, 
about the only flexible item that we have in our budget is the travel 
fund, because we have 80 to 85 percent people on the payroll, so the 
only point we can look to for financial relief, which is adjustable, is 
our travel item. 

In the past year, however, as far as I know, there never has been 
any deficiency in ¢ Pah out the travel plans which were required. 

Mr. Harpy. Someone testified yesterday you had to get $750,000 
supplemental last year. 

Mr. Winer. That was phased so it did not affect the travel. 

Mr. Harpy. That is not consistent with Mr. Wilson’s testimony. 
He said that because of the lateness of this supplemental, some people 
were not able to take their home leave when it was scheduled. 

Mr. Witeer. There may have been instances of that. I don’t know. 
But funds were available in the total required to carry out the planned 
travel program. 
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Mr. Harpy. Yes, but the supplemental appropriation was not, re- 
quested or made until it was too late to plan for a good many of these 
people. At least that is the way I understood the testimony. 

Mr. Wiutzer. That certainly was a factor. 

Mr. Harpy. I think that probably disposes of the point I wanted 
to pursue there. 

But certainly I do not get an overall impression of highly satis- 
factory financial budget control in the State Department from this 
total picture. 

In my judgment it leaves a whole lot to be desired. Yon indicated 
a feeling that this, like everything else, can stand some improve- 
ment. 

Mr. Wier. Yes, sir. 

Mr. Harpy. It seems to me there are some rather wide areas which 
would lend themselves to improvement here. 

Anyway, thank you for elaborating on it. 

Proceed, Mr. Mountain. 

Mr. Mounrarn. Mr. Wilber, in light of your previous answers, will 
you comment on the statement in Mr. Carpenter’s progress report un- 
der controllership functions that— 
while there was a paper responsibility in the A area for many of the controller- 
ship functions, the 1949 reorganization withdrew the functional and substantive 
areas from the influence of centralized control. 

Mr. Wiper. Do you wish me to comment on that ? 

Mr. Mountain. Please. 

Mr. Wieser. I think that is a correct statement, Mr. Mountain. 

As I indicated yesterday, prior to 1949 the Office of Foreign Service 
was totally responsible for the central programing and control. There 
was a central budget office which handled the rest of the departmental 
activities, also. 

Under the Reorganization Act of 1949, the reorganization plan of 
1949, the responsibility for the initial planning and programing was 
taken away from the central point and put into the geographic bureaus 
and other operating areas of the Department. People were trans- 
ferred out of the central office of Foreign Service and the central 
budget office to establish executive directors in each of the operating 
areas to handle that work. 

Under the plan, the central budget office was still responsible for 
overseeing and directing the technical aspects of their financial pro- 
gram planning, and checking the conformance of their operation with 
those plans. 

I am not sure that the use of the word “influence” is quite correct, 
although certainly the responsibility was transferred. However, on 
= at least, and I think it has been somewhat effective, the central 

udget shop does have an influence, in other words, the complete 
responsibility was not decentralized. 

Mr. Mountarn. But a central responsibility still remained on paper. 
Is that what I am to understand ? 

Mr. Wiser. And carried out. There are degrees to which it is 
effective. I would be glad to elaborate on that if you wish me to. 

Mr. Mountarn. Is it not true, as the Heller report indicates, that 
the decentralization planned under the 1949 reorganization plan actu- 
ally was carried out to the extent that it was “decontrol” to use Heller’s 
words, and there is not effective centralized control ? 
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Mr. Wuzer. Certainly that is a factor and there is some validity 
to that statement. 

Mr. Harpy. You said there was paper anennreny and there was 
some exercise of responsibility. But actually, under the 1949 reor- 
ganization, centralized control was virtually a thing of the past. 
~ Mr. Wutper. Yes, by reason of establishing pretty much autonomous 
a units. 2] 

Mr. Harpy. Regardless of the reason, that had a decentralizing 
objective, the 1949 reorganization being designed to decentralize ! 

Mr. Wiper. That is correct. 

Mr. Harpy. Whether or not we agree with it, and frankly I think 
we have done more damage by some of the reorganization plans under 
the Hoover Commission reports than we have done good, but neverthe- 
less that is where this thing grew up, and you decentralized and 
actually lost virtually all central control that you had. 

Mr. Wiper. Certainly that is true in a detailed operating sense. 

Mr. Mountarn. Referring again to Mr. Carpenter’s progress report 
on controllership functions, there is mention made of the organization 
of the budget operation on November 15, 1954, to enable the budget 
officer to exercise budgetary control throughout the Department. 
What was the purpose or necessity of this particular reorganization ? 

Mr. Wiper. Well, one of the prime factors or reasons for it was 
the establishment of a new Office of the Controller, and this movement 
came along with the new Director of the Office of the Budget who 
came into the operation and had his own ideas on how he wanted to 
organize and operate. Also it was designed to strengthen the move 
to establish a controllership which was really strong and vigorous 
and where the subordinate units would be part of that intensive 
program to improve the control within the Department. 

Mr. Mountarn. Essentially these changes made by the November 
15 reorganization were internal within the budget shop. Is that 
correct ¢ 

Mr. Wiiser. Except for the announcement, the reaffirmation, if you 
please, of the responsibilities of that office which were Department- 
wide in character. In other words, there was an attempt to reassert 
the full central authority which the central budget office would have. 

Mr. Mounratn. This reassertion took the form of restating the re- 
sponsibilities of the budget office ? 

Mr. Wizper. Yes, sir. I might also add that they are no different 
from the paper responsibilities, shall we say, which always had been 
in effect and which had been previously prescribed, and which had 
been circulated throughout the Department, but which in certain 
characteristics had weakened. 

Mr. Mountarn. In connection with this reorganization, what 
powers were taken from the substantive and functional areas and 
placed in the hands of the budget officer by this reorganization ? 

Mr. Wixper. I would say none specifically by the reorganization. 

Mr. Mountain. Let me read you a portion of the next paragraph 
of Mr. Carpenter’s progress report. 

There is presently evidence of a lack of coordination between the high level 
policy planners and the A area (where the control of funds rests) to the extent 
that plans and projects are discussed and implemented without budget repre- 


= being on hand to advise regarding the financial implications of such 
cy. 
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Will you explain the significance of this statement ? 
Mr. Witser. There have been instances—I believe this is what Mr. 
Carpenter had in mind—there have been instances where policy plans 
have been discussed at the higher levels in the Department without the 
A area being represented. I can cite one case which perhaps would be 
illustrative. 

The planning of the Rio Conference that was held last year, where 
the size of the delegation, the length of the conference, all those were 
revised and changed as the meeting took on greater importance, and 
the cost of that Conference went, I believe, from the originally planned 
$40,000 to slightly over $100,000. The administrative area to my 
knowledge was not involved in the plans for changing the size of the 
delegation or changing the duration of the Conference, or making 
other arrangements which would cost money. 

There is just one example where the central budget office, or at 
least Mr. Carpenter’s office. should have been in an advisory position, 
at least, in the consideration of those problems. 

There are a number of other similar situations where policy matters 
are considered at the top where the policy itself is the more impor- 
tant thing, to be sure, but where there are financial implications and the 
central financial authority is not in the councils that come to a decision. 

Mr. Harpy. Is it not a fact that actually the geographic bureaus 
make their plans without even concerning themselves very much about 
where the money is coming from and leave it to Mr. Carpenter’s de- 
partment to dig it up‘ 

Mr. Wiper. These executive directors are pretty active, pretty 
effective, and do take into consideration their budget problems. 

Mr. Harpy. They haven't the responsibility of raising the money / 

Mr. Wi zer. No, sir. They have to come to the central budget 
office for it, but they are keenly aware of our financial situation. 

Mr. Mountain. We want to return later to the matter of this Rio 
Conference, but at this point, Mr. Wilber, this change in the level at 
which this Conference was conducted was in the nature of one of 
these unforeseen contingencies with which you deal ? 

Mr. Wirper. Definitely. 

Mr. Movuntarn. Is it not true that because it was of this nature 
you were able to get the Bureau of the Budget to authorize payment 
of the difference from the President’s emergency funds? 

Mr. Wizser. That is correct. I would like to clarify that point 
because that practice is most unusual, the first in my memory of a 
financial crisis being handled out of the President’s Emergency Fund. 
We had $1 million for conferences, and under the apportionment 
procedure, under the Anti-Deficiency Act, we have to break that down 
into our requirements by quarter. 

This Conference came along in the third quarter, and we had 
originally set up, as I indicated, I believe, $40,000 to underwrite it. 

We requested the Bureau of the Budget to revise our apportion- 
ment, and in effect push back from the fourth quarter funds enough 
into the third quarter to let us underwrite the complete cost. 

It is true, as the year turned out, we would have had to have addi- 
tional money, anyway, but the Bureau of the Budget took the position 
that it would be a violation of the Anti-Deficiency Act to reprogram 
fourth quarter money for third quarter requirements and thereby run 
short in the fourth quarter and need a supplemental estimate. 
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That is the reason why they tapped the President’s Emergency 
Fund. 

Mr. Mountatn. The action reported in Mr. Carpenter’s progress 
report on this particular point of coordination with the policy plan- 
ners is a recommendation that representatives of the central budget 
shop participate in these planning activities, and the statement that 
their functions be recognized and supported. 

This statement was made, according to the data in Mr. Carpenter’s 
progress report, 2 months after the reorganization of the budget shop. 
Was any positive action taken to realize this goal ¢ 

Mr. Witser. Nothing by directive or formal instruction. I do 
think the office has become more influential in this regard by reason 
of the effectiveness of the present director of the central budget office. 
I believe through his rather broad field experience he has been ac- 
cepted in the operating areas of the Department as being authoritative 
and having a judgment on these matters which would be helpful. 

Mr. Mountain. Referring to Mr. Crouch, I presume? 

Mr. Witper. Yes, sir. 

Mr. Mountain. The principal resources of the Department of State 
are the personnel who staff the various posts. Is that correct, Mr. 
Wilber, in your opinion ¢ 

Mr. Wiuper. Yes, sir. 

Mr. Mountarn. To what extent does your central budget shop exer- 
cise authority in regard to staffing patterns in the Foreign Service / 

Mr. Wiieer. The size of the staff and the nature of the staff required 
at the post is primarily the responsibility of the Ambassador and, 
after the Ambassador, the assistant secretary in charge of the area. 
Their decisions on requirements essentially are the determining factor 
in the size of the staff at the post. And I would say that the central 
budget office has very little influence except as it draws from the For- 
eign Service inspection reports which do make an cvaluation of the 
size of the staff and the effectiveness of the work being done. The cen- 
tral budget shop would use that information in dealing with the geo- 
graphic bureaus in attempting to make an adjustment in the staff. 

One other way they do have a judgment is from field trips and sur- 
vey trips which members of the central budget office make in re- 
viewing the operations at the post. They do not have final authority ; 
all they have is an advisory function. If they see a serious situation, 
they solicit the assistance of Mr. Carpenter or a higher administrative 
official to work it out at the higher level. 

Mr. Harpy. Who has that followup authority ? 

Mr. Wizzer. It would go practically right up to the Secretary, Mr. 
Chairman. 

Mr. Harpy. If the Ambassador’s idea, say, went away beyond that 
of your central budget authority, and if there were an argument about 
it, that would have to be resolved by the Secretary. 

Mr. Wizzer. I would say in most cases it would be resolved by Mr. 
Henderson and the assistant secretary involved in most cases. I do 
not recall any case of such magnitude. I can recall plenty of cases 
Where, for instance, in South America right now, there is a terrific 
need for labor advisers and economic specialists. 

Mr. Harpy. In other words, as a general thing, the Ambassador 
makes such a strong case that they do not get any disagreement, I 
imagine, out of the central budget office. 
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Mr. Wuer. That is correct. Of course, it has always been the po- 
sition of the central budget office that the conduct of foreign rela- 
tions is the reason why the State Department is in business, and if 
there is a question as between the ability to carry that out and the 
availability of funds, the decision is always made in terms of carrying 
out the functions of the Department. 

Mr. Mountarn. May I point out, Mr. Wilber, that the Congress 
sets the limit on funds to be used and in so doing, presumably sets its 
own, or puts forth its own judgment as to the way the activities are 
to be carried out. 

Mr. Wizeer. Not on a line item basis, Mr. Mountain. In other 
words, we submit to them, of course, the staff pattern for all bureaus: 
and we do that every year. However, that is not looked upon as 
rigid stipulation of so many people in a certain place. And, of course, 
while we come up with a request for Congress to approve essential) 
what is in the budget, and if they approve it, we would take the posi- 
tion that we would have to conform, practically speaking, to the line 
items that are reflected in the budget. But traditionally, we come 
out with considerably less than we have presented, and we have to 
reshape all of the elements that go to make up your operation. 

Mr. Harpy. Who makes the determination with respect to the num- 
ber and type of Army, Navy, and Air Force personne! attached to a 
embassy post ? 

Mr. Wizzer. That is essentially the decision of the military. There 
are occasions where the Department has attempted to influence the 
size of the attaché’s staff at different posts, but it is primarily the 
Defense decision, and that is final. 

Mr. Harpy. I do not see how they can make a decision except on the 
basis of pretty strong representation from the Ambassador himself, 
because these people in a position strictly military are supposed to be 
oe there to support the foreign policy, which is represented 

y the Ambassac‘or; is that not correct ? 

Mr. Witeer. That is correct, and I am sure the Ambassador does 
influence the size of the attaché’s staff. Their work, of course, is pri- 
marily not in the foreign policy field. 

Mr. Harpy. I know, but frequently we look upon the military as 
merely sort of backing up our foreign policy. 

Mr. Wizzer. Yes; that is right. 

Mr. Harpy. And I have sort of felt that that is the major job which 
they have to perform, and they have attachés but you say that is a 
decision that is made primarily by the Department of Defense. 

Mr. Witzer. Yes. I think there are probably cases where the Am- 
bassador would indicate that there are not enough there, and I know 
there are cases where the Ambassador felt that there were too many. 

Mr. Harpy. Who makes the appointment of such Defense items as 
representation allowance? 

Mr. Wizzer. Allotments for the Foreign Service are made frou 
the central budget to the geographic bureaus who, based upon thie 
amounts that were allotted in previous years, pass that money out to 
the posts. There it is broken down by Chief of the mission and usually 
the Deputy Chief, working with the administrative officer, where they 
sey mp the amounts to the other senior officials who require the 

unds. 

Mr. Harpy. Allotments are made initially, are they, by the central 
Budget Office ? 
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Mr. Wixper. To the geographic bureaus; yes. Our funds have 
been so stabilized in that item, Mr. Chairman, that normally there 
has been no problem. In other words, experience has proven they 
require so much. There has never been sufficient money to answer 
all of the needs. 

Mr. Harpy. Do you have any relationship between the representa- 
tion allowance; that is, representation provided for the Ambassador, 
and that provided for the military, naval, and Air Force attachés ? 

Mr. Wixser. Has there been any ¢ 

Mr. Harpy. Any relationship between the two? 

Mr. Wiiper. None whatsoever. 

Mr. Harpy. Do you know, as a matter of fact, the representation 
allowances provided by the Department of Defense to the attachés 
which represent that Department frequently are greater than the items 
provided for the Ambassador ? 

Mr. Wiper. I am not sure that would be true of the Ambassador; 
I know it is true of our officials operating at the same level as the 
attachés; because the military operate under flat allowances, I under- 
stand. 

Mr. Harpy. Well, take the Commerce attachés; are they provided 
with special representation allowance? 

Mr. Wirzer. They would get their share of our pie, those people 
working on commercial reports, in the Foreign Service. 

Mr. Harpy. They would get a portion of the representation allow- 
ance ? 

Mr. Wiper. Yes. Mr. Estes has been in Athens and he can state 
specifically if that is so, but that is my understanding. 

Mr. Harpy. Do you have any trouble spending all of yours, Mr. 
Estes ? 

Mr. Esres. The representation allowance? 

Mr. Harpy. Yes. 

Mr. Estes. None whatsoever, Mr. Chairman. My only trouble is 
distributing it. 

Mr. Harpy. Do you have also a different allowance for residence 
expenses ¢ 

Mr. Wixzer. Oh, yes; it is part of the regular expense allotment to 
the posts. 

Mr. Harpy. Is there any relationship between that and the repre- 
sentation allowance? 

Mr. Wixzer. There is bound to be some relationship although it is 
not very direct, because the amount of the official sala allowance 
is based upon the extra expense which the Chief of Mission faces as a 
result of carrying on representation activities. 

Mr. Harpy. So the official residence allowance does take into 
account the cost of representation activities ? 

Mr. Witzer. As carried on in his home; yes; that is correct. 

Mr. Harpy. Do you limit it to what is carried on in his home? 

Mr. Witper. That is what the official residence allowance is for, 
any extra services that are required for representation purposes. 

Mr. Harpy. Oh, well, actually they both amount to somewhat the 
same thing? 

Mr. Witper. Yes. 


wer Harpy. With the difference in the manner in which they are 
spent ¢ 





306 ADMINISTRATION OF OVERSEAS PERSONNEL 


Mr. Wiper. Yes. 

Mr. Harpy. Would you not have less trouble with the Congress if 
you put them all in one box? 

Mr. Witser. We might have more; I do not know, but the repre- 
sentation allowance, as an appropriation, has always been an unpopu- 
lar target each year. 

Mr. Harpy. Then it might be dangerous for the Congress to find 
out that certain aspects of representation costs are involved in the 
residence ? 

Mr. Wieser. It might be, although I am sure the Appropriation 
Committees are fully aware of the two aspects. 

Mr. Mounrarn. Mr. Wilber, do we understand that in your shop 
there is no systematic check of ‘posts of staffing patterns to see wheth- 
er they are accepted or not? 

Mr. Wiper. Yes, I think that is correct. We do review the staf- 
fing pattern and can have some judgment in terms of the balance of 
the staff assigned to the political or economic work or administra- 
tion, and soon. Or we can have a judgment in a situation like this, 
where we find in a small post a person with the title of executive of- 
ficer and another person with the title of administrative officer, where 
we would say that that post would not warrant two principal admin- 
istrative people, that kind of judgment. But in terms of workload, we 

cannot have much judgment, because it is very difficult to establish 
workload factors for political and economic activities. In the con- 
sular service you can, and to the extent that we get statistics which 
we try to keep up with, that kind of judgment exists by geographic 
bureaus, first, and our central budget people review those factors with 
the geographic people. 

Mr. Mountain. If you should determine that a post was over- 
manned in total number, what action could you take about that ? 

Mr. Wiser. It would be pretty difficult to come to that judgment, 
Mr. Mountain but if we did, we would review it with the geographic 
bureau and with the Assistant Secretary involved, and lay the factors 
before him, and recommend to him that the staff be reduced. 

Mr. Mountarn. If you came to the judgment that a post was under- 
manned, what could you do about that ? 

Mr. Wiizer. Well, again, if we have the funds and a geographic 
bureau requests additional funds, in a situation of that kind, we would 
try to furnish more staff. 

Mr. Mounrarn. Is it your statement that in either event, whether 
overmanned or undermanned, the central budget office can exercise no 
judgment in the financial sense of the word ? 

Mr. Wirser. It can have a program judgment if the factors can be 
developed to support it, but it is very difficult to develop. 

Mr. Mountain. We referred yesterday to the man-in-motion prob- 
lem. 

Mr. Wizper. Yes. 

Mr. Mounrarn. Is your shop in a position to exercise any judgment 
about whether a post needs more people to take care of it, or has a 
sufficient number, as it exists at present ? 

Mr. Wiser. The whole question of the need for man-in-motion is 
a difficult one to confirm. Our best barometer of whether a post is 
undermanned comes directly from the Ambassador’s communications 
in terms of his inability to accomplish the job. 
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We have access to those telegrams and would be aware of the 
deficiency. However, on the man-in-motion, I think you have put 
your finger on a point of strong feeling of the Bureau of the Budget. 
My personal feeling is that the man-in-motion should not be con- 
sidered as an end in itself, but should be evaluated on the basis of in- 
ability to accomplish work with the manpower that is on duty at the 
vost. 

Mr. Mountatn. Is it in this vein that you are currently asking for 
special funds for man-in-motion purposes / 

Mr. Wiper. Yes. 

Mr. Mounratn. This will add to the personnel of overseas staffs? 

Mr. Wizeer. That is correct. 

Mr. Mountatn. I would like you to refer to a submission made by 
the geographic bureaus on July 8, 1954, to Mr. Carpenter, regarding 
the management of personnel and funds in the Department. Will 
you identify that document and tell me whether you have seen it 
before ? 

Mr. Witeer. Yes; I have seen it. 

Mr. Mountain. I would like to read to you a statement from that 
document which appears on page 8: 

Post staffing patterns are not as unrealistic as the Heller report states. In 
setting a complement for a post or for a particular section of the post, the 
regional bureau, whenever possible, takes into account—among many other 
factors—the fact that all jobs are not going to be filled every day of the year. 

Mr. Wixeer. I think that is a correct statement, Mr. Mountain. 

Mr. Mountain. Does not that imply that in setting up a post staffing 
pattern, using as an example the post referred to yesterday having 
100 people, that they compute their workload in terms of 85 people 
and then add 15 more people to take care of the man-in-motion prob- 
lem. Is that the implication of this statement ? 

Mr. Wiper. Yes, and I think that has been the traditional practice 
since the beginning of the Service.. And I might also say that when 
we went to the Bureau of the Budget with the 1956 estimates with a 
request, I believe it was 264 additional people to offset the man-in- 
motion. I believe there was about $2.9 million involved; one reason 
that we were not successful with the Bureau of the Budget was the 
fact. that we did not do an effective job in proving to the Bureau 
of the Budget that we needed that extra manpower to carry on our 
job at the posts. 

We have done a lot of studying since then and I think we will be 
able to support it when we go to the Budget this year. 

Mr. Mountarn. I am afraid I do not understand your answer, Mr. 
Wilber. What we have before us indicates that the post computes its 
staffing pattern needed for the workload and then adds a factor to 
take care of the man-in-motion problem, and you currently are putting 
before the Bureau of the Budget a request for additional people on 
top of those already provided to take care of the man-in-motion 
problem ? 

Mr. Wixser. That is correct, if we can prove, and I have not seen 
the justifications, of course, for the new requests, but if we can prove 
we need additional—if we cannot prove we need additional bodies, 
of course we will not get the man-in-motion item. 

Mr. Mountain. Is it not simply a statement that you dé not need 
the additional bodies because they are already computed in the 
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Mr. Wixzer. I certainly would interpret it that way. 

Mr. Mounrarn. But you, being aware of this, are in no position 
to either reduce the staff pattern, or to set up a man-in-motion fund? 
Mr. Wiser. Well, of course, that can be done administratively. 

Mr. Mountain. That is what I mean. 

Mr. Wiser. Yes; that could be done. I think the geographic 
bureaus would be opposed to it, because they would see no particular 
relief to them, because they know they are going to have 85 rather 
than 100 bodies either way. 

Mr. Mountarn. But the statement has just been made, Mr. Wilber, 
that they are not in need of relief. 

Mr. Wizer. I am sorry; I am trying to talk about two different 
thoughts on the man-in-motion, I think. This statement says they 
are already provided for in their estimates. And I think that is a 
stantially correct. Then I believe you inquired, are we going to the 
Bureau of the Budget—and I do not want to try to restate your 
words—but we are going to the Bureau of the Budget with a justifi- 
cation that we do need more bodies. 

Mr. Mountatn. To support the man-in-motion problem ? 

Mr. Wiper. Yes. 

Mr. Mounrtatn. Not to increase your total Department of State 
complement ¢ 

Mr. Wizer. It is to increase the complement. 

Mr. Mountarn. But it was presented as a man-in-motion problem 
and not an undermanned staff worldwide. 

Mr. Wiper. In effect, it is undermanned staff worldwide that we 
are going for. 

Mr. Brownson. Will the gentleman yield? 

Mr. Mounrarn. Certainly. 

Mr. Brownson. Are you taking into consideration this excess of 
perhaps 15 percent, which was alluded to in the sample staffing pat- 
tern as being the man-in-motion request ? 

Mr. Wizser. That will be taken into consideration. 

Mr. Brownson. I think what Mr. Mountain is driving at is to de- 
termine whether or not this man-in-motion figure enters twice into 
your calculation problem, once in the overstaffing that already exists 
to protect the individual post against the man-in-motion; second, in 
your request to the Bureau of the Budget for more people to justify 
the man-in-motion program. 

Mr. Witaer. Yes; I think there is a difference of opinion in the De- 
partment about whether that statement is completely correct. I be- 
lieve Mr. Wilson is rather strongly of the feeling that the normal 
budgeting has not fully taken this factor into consideration and | 
believe he indicated yesterday at least he can find one geographic bu- 
reau that disagrees with him. 

Mr. Mountatn. Mr. Wilber, the statement that we have just read 
was a consensus of the geographic bureaus ? 

Mr. Wiber. Yes. 

Mr. Mountarn. And not of Mr. Wilson. 

Mr. Wiser. That is correct. I was just indicating why we are 
still worrying about a problem when the geographic bureaus in this 
consensus have indicated we do not have one. 

Mr. Mounvarn. Is not the problem that Mr. Wilson referred to, 
not whether you have or do not have a man-in-motion problem, but 
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rather how you control funds to take care of it. There does not seem 
to be any question that the problem exists. And I believe the testi- 
mony given here yesterday indicates two positions, first the geographic 
bureaus’ view, that funds should be allocated to them sat they will 
handle their own man-in-motion problem as a percentage of their 
normal activity. Mr. Wilson’s position, the second position, was that 
the funds should be centrally controlled and should not be allocated 
to the regional bureaus. 

Mr. Wiper. Yes, except the geographical bureaus—lI believe their 
position is—they have not suggested that they segregate any of their 
funds for this specific purpose, but merely that the person on home 
leave would continue to be payrolled, wherever he was. 

Mr. Mountrarn. Could you tell us which bureau or which assistant 
secretary felt that he did not need it ? 

Mr. Wuzer. I am not sure; I think it was the Bureau of European 
Affairs, because in our discussion of this matter, a year ago, when 
we went to the Bureau of the Budget, the Bureau of European Affairs 
had very definitely taken this factor into consideration in their budget- 
ing for certain types of people, so I think it was the Bureau of Euro- 
pean Affairs; I am not sure. 

Mr. Mountain. It was after this statement by the Assistant Secre- 
tary for European Affairs, or his representative, that he had provided 
for personnel in motion and that the Budget Bureau declined your 
request for a man-in-motion fund that would increase post personnel ? 

Mr. Wiper. Yes. 

Mr. Mountatn. Is it correct to say, Mr. Wilber, that your principal 
responsibility in the matters of staffing patterns and allocation of 
funds is making sure that legal requirements are met and that the 
expenditure stays within the total allotment figure ? 

Mr. Witeer. That certainly is a prime responsibility that we have; 
ves. 

Mr. Mountatn. Do you have the responsibility of seeing that the 
money is wisely spent even though the legal requirements are met, and 
the expenditures fall within the total allotment figure ? 

Mr. Wirper. Yes; we have a collateral responsibility to see that 
the Department operates efficiently and effectively, and uses the money 
wisely. 

Mr. Mounrarn. But I believe you stated you do not have a system- 
atic way of checking into some of these expenditures, from the stand- 
point of their wisdom. I was wondering how you can exercise this 
control without systematic effort ? 

Mr. Wizser. It is very difficult to say, because you are dealing with 
thousands of transactions underwriting the Foreign Service. Of 
course the geographic bureaus in their position are responsible for 
spending their allotment. It would be most difficult, except by post 
audit, to determine the program’s effectiveness of all expenditures. 

Mr. Mountarn. Is not your principal point of control the approval 
or rejection of requests by a regional bureau or other substantive 
area for the allotment of additional funds? 

_Mr. Wirzer. Yes; that is correct in testing if there is any justifica- 
tion for presenting the matter. 

Mr. Harpy. We will suspend for a few minutes to answer the 
rolleall. 

(After a short recess.) 
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Mr. Harpy. Let the subcommittee come to order. Mr. 
we will start where we left off. 

Mr. Mountain. Mr. Wilber, has a new procedure recently been 
adopted in the Department with regard to the programing of funds’ 

Mr. Wiser. Yes, sir. 

Mr. Mountary. What is the nature of this new procedure ? 

Mr. Wizser. This procedure provides for the segregation of Ameri- 
can salaries for the Foreign Service from the total allotment for the 
operation of the Foreign Service. It clearly earmarks the amount 
for American salaries which cannot be adjusted. In other words, the 
funds for salaries cannot be diverted to other uses without the formal 
approval of the central Budget Office. 

Mr. Mountarn. Is that the only essential change in this procedure’ 

Mr. Wiper. Yes; except it has several other related benefits. 

Mr. Carpenter. There is one having to do with the charging of the 
salary to the post a Foreign Service officer is leaving; is that not a 
change? 

Mr. Wizber. Yes; it isa change. It is not too significant a change 
but it does charge the post where a Foreign Service officer is on duty 
for his salary. It charges the salary to that post until he arrives to be 
on duty at the new post. 

Mr. Mountarn. Prior to this new procedure is it not true that each 
bureau and office was reporting its financial planning to you only in 
broad terms? 

Mr. Wizzer. Not exactly, Mr. Mountain. Each financial plan was 
supported by a distr ibution of funds to American salaries and to other 
specific expenses. 

Mr. Harpy. Was that a program distribution or was it actual? 

Mr. Wiser. It was an actual distribution by object of expense. In 
other words, it showed how much would be required for salaries, how 
much for travel. how much for transportation, how much for rent 
and so on. 

Mr. Mountain. Mr. Wilber, I will hand you a copy of a document 
entitled “Salaries and Expenses Direct 1955 Budget Plan for the Of- 
fice of the Bureau of European Affairs” and ask you if that is a typ 
cal financial plan as presented to you before the institution of this 
new procedure. 

Mr. Wiser. Essentially so, yes. 

Mr. Harpy. Is it different from the typical one? In what respect? 

Mr. Wuer. The format I notice that is a dittoed form. [ am 
not sure it has always been that formal; whether it has been a typed 
memorandum to the central bv-get shop, or precisely in that form. 
The same elements were considered, however. 

Mr. Harpy. Insofar as the breakdown and the manner in which the 
items are broken down are concerned it is identical ? 

Mr. Wizzer. I would say so, Mr. Chairman. 

Mr. Mounrarn. I will hand you another document, which is a 
memorandum from Mr. Crouch dated June 13, 1955, with enclosures, 
and ask you if these enclosures represent the new procedures ? 

Mr. Witeer. Yes, they do. 

Mr. Mountarn. Mr. Chairman, I would like permission to intro- 
duce both of these documents into our record. 

Mr. Harpy. Without objection. 

(The documents above referred to follow :) 


Mountain, 
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OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JULY 13, 1954. 
To: OBR—Mr. Donald G. Schuler. 
From: EUR—Harris Collins. 
Subject: Initial tentative HUR salaries and expenses financial plan, fiscal year 
1955. 

Please call me over to explain any of the factors that have gone into the calcu- 
lation of the Foreign Service financial plan attached. One remark in particular 
needs to be made. It is understood that a portion of the training money that 
PER is to schedule for use in fiscal year 1955 will be used for rotational training 
of young FSO’s in the field. If these FSO’s are assigned to field posts for rota- 
tional training it will be desirable that they be handled in the field as the majority 
of post personnel are handled, that is, the funds to finance their salaries and 
allowances should be transferred to the regional bureaus, positions should be 
established in the normal manner, and the trainees should be assigned to such 
training positions. This will permit the posts to payroll and manage the details 
of such assignments under established routines. The establishment and move- 
ment of the positions at the posts would be jointly determined by the regional 
bureaus and PER. This financial plan does not contain the funds for any such 
trainee positions in Europe. Since the money is from “Salaries and expenses 
direct,” it will presumably be apportioned as a part of the total appropriation. 
This remark is made only so that the allocation of the funds to the regional 
bureaus may be considered when the training program is initiated. 

While information on our domestic salaries and expenses allotment was not 
specifically requested, a financial plan for that allotment is given below. 


Initial financial plan, EUR domestic salaries and erpenses allotment, fiscal yea 


1955 
Funds by source: 
Sn Nn WEI ON. 5 cine ha ais cde eeenme ceo $25, 725 
RORNOES  Bisnnneccennnzenee le a i Oe er ee enw 6,800 
iain stigma mi ken dale tai gute acide £2 see A 112, 525 
Quarterly apportionment: 
BA sini a. sR tilin esi a e die a Dpnwie era pach wale Bie hom ly 28, 525 
SPRATT Oer.......8 6058 Bdtimieranmemieceebnln Milman aay ape atbeamets ---- 28, 000 
RO UE oe cs cies bit tie bn end nse eties iss cin sem cages ocr egg 28, (MM) 
St CORTOE i. in tenn anade man bE ee 28, 000 
CN Ba ha cl i lala ah al ss athe asta bee 112, 525 


1This increase is due to the fact that EUR will process the travel of experts to NATO 
meetings of special working groups for the full year; EUR handling of such trips in fiscal 
year 1954 began at approximately midyear. 

The “Keysign” item on the Foreign Service financial plan represents remburse- 
ments for space and building operating expenses in the Keysign Building in 
London which has been handled as an informal working fund in prior years. OF 
insisted that the method of handling this in fiscal year 1955 be regularized and 
that the reimbursements be taken up in salaries and expenses and the expenses 
controlled by allotment. The total reimbursement of $173,400 includes: From 
MAAG, approximately $40,000; from OSP, approximately $9,000; from GAO, 
approximately $2,000; which amounts are in addition to the reimbursement for 
other services listed for these agencies at other points on the financial plan. 
The balance of the $173,400 is from miscellaneous agencies not listed elsewhere 
on the plan. 

All agencies have been reimbursing for Keysign space in the past; all we are 
doing is changing the method of accounting for the reimbursements. 

Attachment: Foreign Service financial plan. 
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EUR, Foreign Service, fiscal year 1955 initial tentative financial plan 



































54, 
4 Source Program Administrative 
year - Salaries and expenses, direct $9, 386, 236 $4, 894, 400 
; TIHEA! 2 : 45, 000 1, 432, 000 
4 FOA . bes . ° . 610, 000 
raleu- Battle Act. 110, 000 23, 000 
cular 2 NATO----. : =- 
- that q International 388, 000 36, 000 
ne USRO.... pies 5 ; . 734, 000 | 1, 843, 000 
Lining 4 MAAG....- : ; 1, 325, 000 
rota- ‘ OSP..... i 357, 000 
So ntin 3 Defense - - - - | ey 
jority } Attachés._- : ; 216, 000 
sand | 4 Category A ’ 446, 200 160, 000 
ld be ’ DMPA. ... 40, 000 
| d Refugee relief . . . } 1 850, 000 
) such 3 Other... .- sob spends ; 1, 625, 000 282, 000 
etails A Miscellaneous - - - 
ro - Keysign 2 173, 400 
move ‘3 Geneva common services. 30, 000 
rioual 7 Treasury - ‘ 13, 500 
- such & CAA 2, 000 10, 000 
Sor GAO... 25, 000 
enses INS. i ; 9, 000 
ation. i USAREUR 70, 000 
rional 4 AEC : 8, 000 | 3, 000 
4 Miscellaneous - - | 30, 000 
Maritime __-- 17, 000 ° 
iS not ; Agriculture__---- 20, 000 2, 000 
\ Weather 2, 000 2, 000 
IWC 15, 000 1, 000 
Claims Commission A 3, 000 | 10, 000 
l year - - _ 
: Total - 12, 801, 436 | 12, 447, 300 
oie RECOMMENDED QUARTERLY APPORTIONMENT 
se, bam Rh 
56, SOO 
Se Ist quarter. - - $3, 240, 000 $3, 220, 000 
oan 2d quarter 3, 240, 000 3, 220, 000. 
my ther? 3d quarter __-. 3, 160, 000 3, 145, 000 
SS 4th quarter 3, 161, 436 3 2, 862, 300 
Total : . . : 12, 801, 436 12, 447, 300 


PR. 525 


8, OOO ; 

12 (MM) | This is a 9month amount based on present understanding of appropriation request. 
Oy 2 See EUR for agency break. 

28, OOO Short because RRP administrative funds not included. 


12, 525 
NATO 
n fiscal 
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ous JUNE 13, 1955. 
| Pa 1K Memorandum for: Administrators, office directors, executive directors, executive 
.d and officers, administrative officers. 
penses Subject: Control of allotments and staffing for overseas posts in fiscal year 1956. 
From Mr. Carpenter’s attached memorandum on the above subject has been ap- 
GAQ, proved by Mr. Henderson. Further instructions for implementing this mem- 
nt for orandum will be issued in the near future. 

plan. Epwarp C. Croucg, 
where Director, Office of Budget. 
ve are 
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OFFICE OF THE CONTROLLER 
JUNE 8, 1955. 






CONTROL OF ALLOTMENTS AND STAFFING FOR OVERSEAS POSTS IN FISCAL YEAR 1956 





In order to develop more effective programing and control of allotments and 
staffing for overseas posts, the Office of the Controller will initiate the follow- 
ing actions with respect to fiscal year 1956. These provisions, while not result- 
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ing in a major change in jurisdictional responsibility of the regional bureaus, 
will provide the Office of the Controller with a more effective means of manage- 
ment control. 

1. Before the Office of the Controller makes allotments of fiscal year 1956 
funds to the regional bureaus, the bureaus will be required to develop a more 
detailed and specific financial plan, in accordance with instructions from the Con- 
troller, outlining their financial requirements for the entire fiscal year. In- 
structions for preparation of the bureaus’ financial plans will be issued within 
the next 2 weeks. 

2. The regional bureaus will be requested to submit as a part of their financial 
plan a complete staffing pattern for each overseas post. This staffing pattern 
can be developed from the monthly personnel rosters tabulated by the Con- 
troller’s Office and should indicate staffing changes which the regional bureaus 
contemplate during the new fiscal year. 

3. The regional bureaus staffing patterns and statements of projected per- 
sonnel requirements will be used by the Office of the Controller in determining 
allotments of funds and in planning and carrying out its recruitment and 
placement program. 

4. In developing financial requirements for supporting staffing patterns, the 
regional bureaus will give due consideration to such factors as (@) promotions 
and within-grade increases, (0) lapse in filling positions, (c) terminal leave, and 
(d) home leave and travel time of employees transferring between posts. 

5. The Office of the Controller will give the regional bureaus separate allot- 
ments for (a) Foreign Service American salaries and (0) all other overseas 
expenses (this includes allowances, salaries for locals and general operating 
expenses). 

6. The regional bureaus will submit formal notice to the office of the Controller 
indicating any change in staffing patterns, provided, however, that such changes 
can be financed within their allotments of funds for Foreign Service American 
salaries. If funds are not available within existing allotments, a request should 
be made to the Office of the Controller for additional funds prior to modifying 
existing staffing patterns. 

7. The Office of the Controller will review financial plans and staffing patterns 
at least quarterly for budget and management purposes and take such action 
as is deemed necessary. Whenever the salary allocations clearly exceed the 
requirements to sustain the staffing patterns, the Controller will withdraw such 
surpluses and hold them available in a central fund for redistribution as 
emergency situations arise. 

8. The policy is hereby established that salary funds are not to be diverted 
to other purposes except in emergency situations approved in advance by the 
Controller. 

9. Beginning with July 1, 1955, the salary and allowances of an employee 
being transferred between posts shall be charged to the post from which the 
employee is departing until such time as the employee enters on duty at his 
new post of assignment. Any intervening travel time or home leave will be 
charged to this allotment. 

10. In conjunction with paragraph 9, the Office of the Controller will work 
with the regional bureaus in developing procedures which will make it possible 
to hold costs for home leave and travel time of employees transferring between 
posts to those amounts which have been budgeted for this purpose. 

I. W. CARPENTER, Jr., 
The Controller. 

Approved by: 

Loy W. HENDERSON, 
Deputy Under Secretary for Administration. 
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OFFICE OF BUDGET 
JuLyY 1, 1955. 


PREPARATION OF SALARIES AND EXPENSES FINANCIAL PLAN FOR Fiscat YEAR 1956 


gach bureau and office receiving allotments from the “Salaries and expenses” 
appropriation will develop and submit to the Office of Budget, no later than July 
15, a proposed financial plan for the fiscal year 1956. The plan will be in 
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accordance with the Controller’s statement of June 8, 1955, titled “Control of 
Allotments and the Staffing for Overseas Posts in Fiscal Year 1956” (attachment 
A). It will also take into consideration certain other changes in the allotment 
structure and method of developing staffing complements for 1956. The plan 
is to serve as the basis for the determination of allotments of salaries and ex- 
penses funds for the fiscal year 1956. 


I. CHANGES IN ALLOTMENT STRUCTURE 


The complete allotment codes for 1956 are now in the process of printing and 
will be available in approximately a week. However, the principal changes with 
respect to salaries and expenses appropriations are described in an excerpt from 
the code which is attached hereto as attachment B. Financial plans will be de- 
veloped in line with the new allotment strucure. 


II. GENERAL CONSIDERATIONS 


In preparing the financial plan the offices should use as their base the 1956 
congressional submission, taking into consideration the reductions made by the 
House and Senate and the provisions of the two committee reports specifying 
where reductions are to be made. It is possible that the conference committee 
may report before the financial plan is completed; if so, the committee’s action 
should, of course, be taken into consideration. If additional emergency require- 
ments have developed since submission of the 1956 budget, they should be in- 
cluded in the financial plan. Full justification for such items should be in- 
cluded with the submission. 

The offices should include in their financial plan submissions items included 
in supplemental requests now pending before Congress. 


Ill. REIMBURSEMENTS 


Administrative support reimbursements should be computed as outlined in 
the Department of State instructions, dated March 12, 1955. For the most part 
it is anticipated that fiscal year 1956 reimbursemens will be approximately at 
the fiscal year 1955 level. Before a representative of a regional bureau dis- 
cusses the details of fiscal year 1956 services and cost with a major supported 
agency, he should contact the Office of Budget. 


IV. TECHNICAL CONSIDERATIONS 


Three copies of the financial plan submissions are to be transmitted to the 
Office of Budget on or before July 16. Members of the Program Review Division 
of the Office of Budget are available to assist with the preparation of financial 
plans. It is planned that interim authority for obligation of funds will be issued 
pending establishment of fiscal year 1956 allotments. 


V. REGIONAL BUREAU FINANCIAL PLAN SUBMISSION (FOREIGN SERVICE) 


The regional bureau financial plan for the Foreign Service should be submitted 
on the forms included in attachment C. The Bureau submissions should in- 
clude the new fiscal year 1956 salary expenses related to FSO hardship dif- 
ferential and the lateral entrance program as they are referred to in Public Law 
22. Other additional costs of the recent amendment to the Foreign Service Act 
will be allotted to the Office of Personnel. As mentioned above, narrative justi- 
fication should be provided to the extent that estimated requirements deviate 
from the program justified in the fical year 1956 salaries and expenses budget. 

For purposes of reviewing post staffing patterns for American personnel, it is 
planned to utilize the latest tabulated material contained in the Foreign Service 
staffing patterns and complements as prepared by direction of the Controller. 
To this material will be applied those changes which the Bureau propose for 
fiscal year 1956. To compute American salary requirements three personnel re- 
ports will be required (FP-III, pp. 1, 2, and 3). The various regional bureau 
reports to be submitted are as follows: 


FP-I—Area summary of availability and requirements by source of funds 


_ This form is similar to the one used during the third and fourth quarters of 

fiscal year 1955. It summarizes the requirements and current or prior year’s 

allotments by source of funds. It should be noted that the current allotment in- 
64302—56—pt. 1——-21 
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formation requested in columns (1), (2), and (3) should reflect the latest fisca] 
year 1955 allotments. 


FP-II—Schedule of apportionment 

Both the American salaries and miscellaneous salary and nonsalary costs 
apportionment requests will be summarized on this form. Any pertinent ex- 
planatory information should be reflected in the space at the bottom of the form 
or on an attachment. In the first quarter submission fiscal year 1955 figures 
should be entered only in the “Total” column of the “Present apportionment” sec- 
tion and the 1956 estimates in the “Recommended apportionment” column. 


FP-III (p. 1)—Schedule of additions to and deletions from IBM tabulation 
(Foreign Service staffing patterns and complements) 

This form provides the information regarding anticipated additions to and 
deletions from the current tabulation of Foreign Service staffing patterns and 
complements as mentioned above. 

A sufficient description and justification of each position should be included 
to permit an understanding of the program implications of the recommended 
change. 

FP-IIT (p. 2)—Bureau position complement 

Form FP-III (p. 2) provides the medium for totaling the annual salary rate 
of the additional positions with the rates reflected in the current tab run. To 
columns 1, 2, 3, and 4, which will be obtained from the latest tabulation of 
Foreign Service staffing patterns and complements, will be added the anticipated 
changes included in FP-III (p. 1). The summary of post requirements will 
provide a total bureau annual salary rate for the American staff. 


F'P-IIT (p. 3)—Activity adjustment, American salaries 

This form permits the adjustment of the gross bureau totals for lapse and 
pertinent additional salary costs. 
FP-IV—Miscellaneous salary and nonsalary costs 

This form summarizes the bureau requirements for costs other than the 
American salary expenses included in FP-IlI (p. 3). The State direct activity 
and the shared administration totals when combined with the final activity 
totals of FP-III (p. 3) will provide the regional bureau activity total. 
FP-V—Schedule of reimbursement availability and requirements 

This information, as requested, is identical with that submitted for the third 
and fourth quarters of fiscal year 1955. The form will be renumbered and addi- 
tional stub items will be added and obsolete items deleted as the current supply 
of forms is exhausted. 

For the first quarter, the submission of this report may be omitted as there 
probably will be no new information available beyond that submitted during the 
fourth quarter of fiscal year 1955. However, if adjustments are required, it is 
requested that they be reported to the Office of Budget in memorandum form. 
Salaries and expenses F P-VI—Area support cost summary 


This report was also requested for the fourth quarter of fiscal year 1955. It 
will not be required for the first quarter of fiscal year 1956. 


VI. OFFICE OF PERSONNEL SUBMISSION (FOREIGN SERVICE) 


FP-X, Office of Personnel Requirements (FS) will be prepared only by the 
Oflice of Personnel (attachment D). It reflects the requirements for home-leave 
travel, other types of travel, and salaries and allowances for special assignments 
and details to other agencies. 

VII. DOMESTIC OFFICE SUBMISSIONS 

The reports requested from the domestic offices are similar to those for the 
regional bureau operations. Wherever possible the regional bureau report forms 
have been utilized for the domestic submissions. Representatives of the Office 
of Budget will be available to assist in compiling the following reports. 

FP—III (p. 1)—Schedule of additions to and deletions from staffing pattern 


Each departmental office is requested to complete the form which will include 
recommendations for changes in the existing approved position authorization. 
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Fp-XV—Miscellaneous domestic expenses (attachment BE) 

Each office should complete this form adding to “Other items” of expenditure 
any important object of expense not otherwise listed. If an office has more than 
one major program, a separate report should be submitted for each program 
together with a summary sheet. 


VIII. FOREIGN SERVICE INSTITUTE SUBMISSION (FOREIGN SERVICE) 


The format of this financial plan will be developed by representatives of the 
Office of Budget and the Foreign Service Institute to conform with the fiseal 
year 1956 program plans. 

EpWARD C. CRoucH, 
Director, Office of Budget. 
Attachments: Attachments A through E. 


ALLOTMENT PATTERN FOR SALARIES AND EXPENSES, STATE, 1956 
1960113 (Code 6A) 


The allotment pattern for salaries and expenses, State, 1956, provides for the 
issuance of separate allotments for specific broad-type expenses with no signi- 
ficant changes in domestic allotments, but with several major changes in Foreign 
Service allotments. 

In conformance with the concept of the circular instruction on administrative 
support dated March 12, 1955, separate allotment authorities are made to regional 
bureaus for program and State direct administrative expenses and for shared 
administrative expenses. This represents a change from fiscal year 1955 in 
that State direct administrative expenses are included with program expenses 
separate and apart from the allotment authority for shared administrative ex- 
penses. These separate allotment authorities and allotments to be issued are 
defined as follows: 


PROGRAM AND STATE DIRECT ADMINISTRATIVE EXPENSES 


Program expenses include all personal service costs both American and local, 
travel and official residence expenses for personnel engaged in basic program 
activities such as political, economic, and consular. The basic program con- 
stitutes the functions defined for columns 8-24, Form FS-351: Foreign Service 
Circular No. 48. It also includes expenses for reimbursable costs when the 
reimbursements are anticipated or received for clearly identified program 
functions. 

State direct administrative expenses are described in detail in the left-hand 
column of pages 24-27 of the March 12 circular instruction mentioned above. 

At posts where no program or agency is serviced (other than the State basic 
program) all administrative expenses will be considered State direct adminis- 
trative expenses. If all posts in a country are in that category, the central post 
for that country will thus receive a single salaries and expenses allotment. 

At posts where programs of other agencies are serviced in addition to the basic 
program, State direct administrative expenses will consist of “Other object” 
costs that are exclusively for direct support of the State basic program. Ex- 
cluded as State direct administrative expenses are personnel costs of the ad- 
ministrative division performing functions defined for columns 25-30, inclusive, of 
Form FS-351: Foreign Service Circular No. 48. Costs of such personnel are to 
be charged to the shared administrative expenses allotment. 

Shared administrative erpenses.—At posts servicing other agencies in addition 
to the State basic program, allotment authorities, allotments, and subsequent 
charges will include all personal service costs, both American and local, for the 
Administrative Division personnel at the posts. Administrative personnel are 
those performing the functions defined for columns 25-30, Form FS-351; Foreign 
Service Circular No. 48. It also includes all “Other object” costs except travel 
of basic program personnel, official residence allowances and direct administra- 
tive expenses chargeable to direct allotments for other agencies or as State 
(direct administrative expenses defined above. All reimbursements anticipated 
or received for administrative support will be included in this allotment. It is 
hot intended that the 01 costs of split-function personnel will be prorated be- 
tween the two post allotments. Split-function personnel who perform both basic 
Program and shared administrative work will, generally speaking, be charged 
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wholly to the allotment corresponding to the function which accounts for the 
larger percentage of their time. However, in designating employees for charge 
to either the program and State’direct administrative expenses allotment or the 
shared administrative expenses allotment, posts must make the designations 
in such manner that the number of persons or positions charged to the shared 
administrative expenses allotment equals as nearly as possible the number of 
man-years devoted to administrative work. Post review and consideration of 
its latest distribution of effort among the functional categories of work at the 
post as contained on its latest form FS-351 should prove useful in making such 
allotment determinations. The Department will utilize form FS-351 in determin- 
ing allotment charges for American personnel assigned to the post. For such 
American personnel, the Department will designate the allotment to which their 
salaries and allowances are to be charged. 

As a change from fiscal year 1955, separate allotment authorities and allot- 
ments are provided for Foreign Service American salary funds. This increases 
the allotment authorities to regional bureaus from 2 to 4 and makes necessary 
separate allotments to A/OPS and FSI. 

Provision is made for a separate allotment to PER for home leave and com 
bined home leave and transfer travel costs. Other expenses in PER for medical 
expenses, allowances and travel and transportation for appointment trips, sepa 
ration trips, direct transfers, medical and Marine guard travel is covered by 
a separate allotment. 

An allotment to PER for Foreign Service personnel details to USIA has been 
expanded to include FSO-6 and FSS clerical personnel (assigned in Washington 
less than 90 days) and personnel assigned to Washington for medical and emer- 
gency purposes. It also includes all expenses of personnel on reimbursable and 
nonreimbursable details (except training) to other agencies, USIA, FOA, ete. 

A Foreign Service allotment to FSI provides training funds for American 
salaries of regional training directors and other Foreign Service personnel 
assigned to training. A separate allotment provides for local employee salaries, 
allowances for Americans, travel to and from training assignments, and training 
expenses for administrative support of training schools. 

Travel advances will be recorded under memorandum account No. 3029, the 
same in 1956 as in 1955. 


Area summary of allotments 
Department of State, FP-1 | andrequirements by source Bureau— Office Date prepared 
of funds | 


. . Recom- Recom- 
( re ( Te . ; 
a — Current | mended | mended | Recom- | Increase 
a iI- a 
: allot- revision, | revision, | mended or 
ment, ment, ment rogram shared revision 
Source of fund pro- adminis- att Dr yy) Ss ; eh oo 
. 1 oe .1 | total State, adminis- total (3 
gram trative - : 
| direct trative 
(1) (2) (3) | (4) (5) (6) 7 


Salaries and expenses ; a 
USIA 
IES 
GOA 
RRP 
MSP 
Category A 
Battle Act 
NATO... 
FOA : 
MAAG 
USRO 
Offshore procurement 
Agriculture 
FHO 
Other 
Miscellaneous 


Tota! reimbursement 
Total gross salaries and 
expenses 
American salaries 
All other expenses 


1 In the initial submission the information in cols. (1), (2), and (3) should correspond to the late 
year 1955 allotments, 
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“Present apportionment”’ columns include the 


Schedule of additions to and deletions from 
latest IBM tabulation 
(Foreign Service staffing patterns and 
complements) 


Position title Class | Salary Effective 


Bureau 


OVERSEAS PERSONNEL 


+ or — present appor- 
tionment 


Pro- 
gram, 
State, 
direct 


Shared 
adminis- 
trative 


MISCELLANEOUS SALARY AND NONSALARY COSTS 


appropriate fiscal year 1955 figures. 


Date prepared 


Description of duties and 


justification 
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| 
Increases to 
(+) and | : a 
Bureau position complement}FP-III Cums Current on | deletions | “ae ; ath, 19 
(p. 2) Soerizati board strength} from (—) adjusted authori- 
authorization | none | zation 
authorizations} 
ms 
. r Annua 
No.} Amount | No. — |No.| at No. rate 
Bureau 7 | 
| (1) + or | (2) + or 
ay} @ |@) @ || © | —©® — (f) 
| 
Post total ( ): | 
State, direct, administrative, pro- | | 
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Shared administrative._......--.--|___- | : téosacauatacdeeed 
Post total ( ): 
State, direct, administrative, pro | | 
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Mr. Mounrarn. Mr. Wilber, is it not true that there is a vast differ- 
ence in format between these two procedures, and that the contrast 
between them is that only in the most general terms under the old pro- 
cedure were expenditures or expected expenditures reported, while un- 
der this new procedure they are broken down in specific and precise 
detail all the way through? I see we have some 15 or 20 pages of the 
new procedure, and 1 page with a memorandum following it on the old 
procedure. 

Mr. Wixper. That is undobutedly so in terms of the instructions, 
Mr. Mountain, but the basic reporting form which indicates the obli- 
gations that are incurred in the field, which come into the Department, 
that form itself has not been changed. In other words, it always came 
in; I believe it was monthly, in terms of the allotment itself, and 
quarterly, on a detailed object basis. 

Mr. Mountain. Are you saying that this new financial plan adds 
nothing in the way of additional information for you? 

Mr. Wirper. Oh, yes. I am sure it does add information, but it 
does not change the basic pattern of control of funds in the field, or the 
reporting on the use of those funds. 

Mr. Harpy. Is it in any greater detail? 

Mr. Witger. I would really have to refer to that, Mr. Chairman. 
I think it is in considerably more detail. 

Mr. Harpy. I am wondering this: On the basis of your comments 
we have a whole lot of lengthy new procedures involved here. If it 
(loes not do any more good than this would seem to indicate I do not 
know why in the world they adopted it. 

Mr. Wiper. There are several other advantages I should like to 
point out. 

Mr. Harpy. Iwould like to know what the differences are and what 
the advantages are. 

Mr. Winper. Fine. The principal advantage of the procedure is 
that it permits us to segregate the American salary money, which per- 
mits the establishment of the management inventory, which was rec- 


ommended by Heller. 
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Mr. Harpy. That could have been done very simply, without going 
through all of this 15 or 20 pages which I understood was involved in 
this instruction. 

Mr. Wiper. This is probably the most formal document that has 
ever been put out, to be sure that all of the geographic bureaus and all 
the operating offices were doing things uniformly, I think that is 
another distinct advantage in it. 

Mr. Mountain. Is not the essential purpose of this new procedure 
to give you a better source of information quickly available and on a 
uniform basis, by which you can check financial planning? 

Mr. Witper. Yes; I would agree to that perfectly. 

Mr. MountTarn. Is it not true that with this new financial plan you 
are in a better position to do some of the things that the Heller study 
says have not been done previously ? 

‘Mr. Wiuzer. I believe that is correct. 

Mr. Mounrarn. In effect this is a partial implementation of one of 
the recommendations of the Heller people that you exercise closer 
financial control ¢ 

Mr. Harpy. At least, it would not be inconsistent with it ? 

Mr. Winer. It certainly would not. 

Mr. Mounratn. Under this new plan you have referred to American 
salaries. How have they been handled before this plan was instituted / 

Mr. Wivper. Well, they were treated merely as one element of 
expense in an overall total figure that was requested by the geographic 
bureaus, but there was no specific limitation on keeping the funds 
completely segregated throughout the year. 

Mr. Mountain. So that they could be used for things as well as 
salaries ? 

Mr. Wiser. That is correct. 

Mr. Mountain. And they also got their allocations in a lump sum: 
is that correct ? 

Mr. Wiser. That is correct. There was some earmarking. For 
instance, the official residence amount was specifically earmarked. 
There was no official limitation, but an earmarking, you might say. 
Essentially they were lump-sum allotments. 

Mr. Mountain. Under this new procedure you will add one further 
breakdown on one of these lump-sum allotments, so that American 
salaries are segregated out? 

Mr. Wirzer. That is correct. 

Mr. Mountarn. This new plan will enable you to prevent the diver- 
sion of American salary funds to things rather than American 
salaries ? 

Mr. Wiser. That is right. 

Mr. Mountrarn. For any purpose other than American salaries ? 

Mr. Wizber. That is correct. 

Mr. Harpy. I thought yesterday we talked about that a little. 
There seemed to be some testimony indicating from time to time if 
might be desirable to divert salary funds to acquisition of things. 

Mr. Wizzer. Of course, that is still possible, with approval of the 
central budget office. It is not precluded, but the option of the oper- 
ator to do it on his own is stopped. 
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Mr. Harpy. So that hereafter an individual post would not be able 
to just go ahead and buy air-conditioning units with salary funds 
without getting prior approval ? 

Mr. Wiser. Mr. Chairman, the posts do not have the American—— 

Mr. Harpy. They would have to get approval by the bureau; is that 
right ¢ 

‘Mr. Wuser. Definitely. But they do not have control over Ameri- 
can salaries at the post, anyway. They cannot hire Americans or 
release them or affect their personnel complement. That is all handled 
from Washington. 

Mr. Harpy. Handled in the geographic bureau ? 

Mr. Wizper. That is correct. 

Mr. Harpy. So the assistant secretary in charge of a particular 
bureau would be the individual responsible for making decisions to 
divert funds under the old system ? 

Mr. WirzBer. That is correct. 

Mr. Harpy. Under the new system, who would have control over it ? 

Mr. Wiper. The geographic bureau would have to secure the 
approval of the central budget office. 

Mr. Harpy. And the central budget office is under whose direction ? 

Mr. Wiper. Under the Director of the Office of Budget, Mr. 
Crouch. 

Mr. Harpy. To whom is he subordinate? 

Mr. Wixper. To me. 

Mr. Harpy. You are subordinate to Mr. Carpenter ? 

Mr. Wixper. That is correct. 

Mr. Harpy. So that a request from an assistant secretary in charge 
of a particular regional bureau would go where? It would go down 
to Mr. Crouch through you and through Mr. Carpenter ? 

Mr. Wireer. If it were a major item it would take that route. 
Normally it would go from the executive director of the geographic 
bureau directly to Mr. Crouch. 

Mr. Harpy. Suppose Mr. Crouch decided that it was not a proper 
diversion? What would happen? 

Mr. Wiiser. He would disapprove it. And if that would stand 
up—if there were not strong appeal to high quarters—that would 
be the end of it. However, if it were an important item he would 
certainly refer it to me. If it were, again, sufficiently important 
to bring to Mr. Carpenter’s attention, I would do so. 

Mr. Harpy. What would be the procedure? Would Mr. Carpenter 
have to negotiate with the assistant secretary in charge of that 
bureau ? 

Mr. Witper. That is correct; or if he could not resolve it it would 
be referred to Mr. Henderson. 

Mr. Harpy. So we are getting now into the field of detail having to 
be resolved by the Under Secretary ? 

Mr. Wirner. If it were that important, Mr. Chairman, that would be 
the administrative route it would have to take. 

Mr. Harpy. So that unless Mr. Carpenter gave in to an assistant 
secretary, who has more title than he has, he is liable to find himself 
up in the front office ? 

Mr. Wirner. That is correct. 

Mr. Harpy. It is not a very happy situation. 

Go ahead. 

64302—5¢6—pt. 122 
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Mr. Mountarn. In connection with this problem of whether to use 
American salary funds for something other than American salaries, 
do you come up against the question of whether there are surpluses 
available in these funds? 

Mr. Wiper. Yes, we constantly run into that problem, where the 
demands exceed the amount that is available. 

Mr. Mountarn. Under this new plan, do you feel you will be able 
to identify better any surpluses which accrue in American salary 
accounts ? 

Mr. Wiueer. Very definitely. 

Mr. Mountain. What do you do with surpluses when you find 
them ? 

Mr. Wuzer. Normally there are so many demands on us for addi- 
tional work to be done or additional things required that we have no 
problem in using whatever funds do become surplus. 

May I cite an example. The rent in Athens recently went up—I 
believe the figure is about $80,000. Is that right? 

Mr. Estes. About that. 

Mr. Wireer. Say $50,000. I do not remember the exact figure. It 
is a firm, fixed charge we cannot get around. NEA is before us 
right now with that as a problem because within their existing plan 
of operation they would not have that extra $50,000. So itis part ofa 
current crisis of programing our funds. How do we meet that 
situation ? 

Mr. Mounrarn. One of your problems in meeting that situation 
might be to discover whether the Bureau of European Affairs had 
$80,000 surplus that could be transferred to NEA; is that correct? 

Mr. Wizeer. That is correct. 

Mr. Mountatn. If you discovered that the Bureau of European 
Affairs did have such a surplus what would you do? 

Mr. Wiper. We would immediately authorize them to use that 
additional money for the rent. 

Mr. Mounrarn. You would have to transfer it from the Bureau 
of European Affairs to the Bureau of Near Eastern and Asian Affairs? 

Mr. Wizzer. I slipped, because Athens comes under the Near East- 
ern, African Affairs, rather than EUR. 

Mr. Mountarn. If one bureau has a surplus, and you have discov- 
ered that surplus, and another bureau needs that money, what do you 
do about it? 

Mr. Wiper. We would reduce one allotment and increase the other. 

Mr. Mountarn. Do you have authority to withdraw surpluses dis- 
covered in one area ? 

Mr. Wiper. Yes, sir. 

Mr. Mountain. Without question ? 

Mr. Wirzer. Well, I will not say “without question” because if the 
Assistant Secretary and his people do not agree that there is such a 
surplus that again has to be resolved, and many times modified. 

Mr. Mountarn. Under this new financial plan if you have been 
able to discover that there is such a surplus you would have authority 
to withdraw it, or would you have to prove it to the regional bureau 
involved ? 

Mr. Witzer. We would have to prove it. In other words, we would 
have to get their agreement that our computation had been correct, 
and so on. 
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Mr. Mountain. Then this new financial plan will put you in a 
better position to prove that point? 

Mr. Wizper. Much better. 

Mr. Harpy. What about foreign salaries? You are talking about 
American salaries. Where does that money come from? 

Mr. Witeer. Foreign salaries are allotted to the posts, Mr. Chair- 
man, with an indication of the number of local employees that they 
should have. It is not a strict limitation of the number, because they 
can vary. If the funds provided are sufficient to finance 1 or 2 more 
they would have that authority. 

Mr. Harpy. What category of appropriations do they fall in? 

Mr. Wiser. This same appropriation, “Salaries and expenses.” 
They are within this total that is allotted to the geographic ain, 
which in turn is reallotted from the geographic bureau to the posts. 

Mr. Mountain. Only the foreign salaries or local salaries are re- 
allotted to the posts; is that correct? 

Mr. Wirzer. That is correct. 

Mr. Mountain. The regional bureaus retain the allotment for 
American salaries ? 

Mr. Wiper. That is correct, except for this: That the allowances— 
the cost-of-living allowance and the quarters allowance and so on— 
which are sort of companions in a sense to the salaries, are allotted to 
the posts. 

Mr. Mountarn. I believe we have heard a little earlier in this hear- 
ing the philosophy expressed that the man who best knows the job 
should have control of the funds. I wonder if you would care to com- 
ment on the regional bureaus’ withholding American salary funds 
from the use of the posts, in view of the fact that they have local 
salaries within their control. 

Mr. Wirzer. I agree with that concept or that philosophy you have 
just expressed. Asa matter of fact, I have long been an advocate for 
making the American salary allotment direct to the post, as is present- 
ly done or has been done by FOA, or the present ICA. It has worked 
out very effectively. 

Mr. Harpy. The only thing about that is that if you had a little 
surplus in there it would certainly be spent, would it not? 

Mr. Wuzer. That is the problem; you are correct. 

Mr. Harpy. If you had a shortage in one’s salary fund and a sur- 
plus in another, you could not effect a fund transfer ? 

Mr. Wiper. That is correct. It would be very difficult. 

Mr. Mountatn. Does the Department have a problem of reprogram- 
ing funds throughout the year? 

Mr. Wiieer. Almost a continuous problem, Mr. Mountain. 

Mr. Mountarn. Then it is correct to say that the financial pro- 
gram presented to Congress in connection with budget estimates is 
not necessarily the one which will be followed throughout the year? 

Mr. Wiper. I would say that is generally so, because the financial 
program that we present to Congress is very rarely accepted and funds 
appropriated to meet it. So that there have to be adjustments within 
the total program that is presented; and, of course, to that extent 
we operate on a different basis than that which has been specifically 
presented to the Congress. ; 

Mr. Mountatn. Do we understand you to be saying that the pro- 
gram which would be carried out throughout the year would be the 
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same as that presented to the Congress if you were allowed the full 
amount of your estimate or request ? 

Mr. Witerr. I do not mean quite that, because the budget estimate 
presented to the Hill is a year in advance. As a matter of fact, it is 
prepared in excess of a year in advance of the actual operating year. 
Many developments in the international affairs of the Department 
are constantly changing. We cannot anticipate them. Therefore 
it would not be correct to say that our budget estimate at the time 
the money is appropriated is a factual statement of the situation the 
Department faces. 

Mr. Mountain. In connection with these contingencies which you 
say arise from day to day and month to month, to what extent are they 
foreseeable ? 

Mr. Harpy. I presume you do provide for them when they are 
foreseeable ? 

Mr. Wiper. Yes, we do to this extent, Mr. Chairman: It cannot 
be quite that precise. We go to the Bureau of the Budget, if [ may 
give you a typical year. We felt that our requirements for 1955 
would be $65,875,000. After our hearing the Bureau reduced that to 
$63.7 million, and then the Congress provided $62.7 million. So while 
our original estimate, we thought, anticipated all possible crises, by 
the time we reached an appropriation level obviously it was out of gear 
with that kind of thinking or plan. 

Mr. Harpy. Did you not antic ipate some of those reductions? The 
Buren of the Budget always whittles you down a little bit, and Con- 

eress nearly always whittles you down a little bit more. Do you not 
take those anticipations into account a little? 

Mr. Wiper. Perhaps the operating officers do, Mr. Chairman, but 
as a policy I have always been very definitely opposed to it, and the 
Bureau of the Budget likewise in their allowances certainly does not 
take into consideration the fact that we will alw: ays come out with less 
on the Hill. 

Mr. Harpy. Of course it nearly always happens that there is some 
reduction. Those reductions are usually based on a reasonable belief 
which the committee has that the original request has not been fully 
supported. 

Mr. Wivser. That is correct. 

Mr. Harpy. So if the committee is correct then the reduction which 
has been made by the Bureau of the Budget and also by the committee 
should not impose any hardship. 

Mr. Wiuzer. That is correct. 

Mr. Harpy. And assuming that you start out on that basis, if con- 
tingencies arise that had not been antic ipated and could not be fore- 
seen, you always have the avenue of a deficiency appropriation, or 
supplemental. 

Mr. Wirper. Except for this fact, Mr. Chairman: That the Bureau 
of the Budget has a policy—certain criteria, I think you would call 
them—which must be met before you can apply for a supplemental 
appropriation. 

Mr. Harpy. Is that policy wrong? 

Mr. Wireer. No; I believe it isthe correct policy. 

They say that either the item must be completely unforeseeable at 
the time the estimates were before them, or that the requirement is 
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due to new legislation that has been passed, as criteria. Those are 
the two major criteria that the Bureau of the Budget applies. 

Now, it is pretty difficult for us, in our particular kinds of needs- 
strengthening the posts in South America due to the added importance 
that area has taken on, or the Far East or the Near East—to put that 
kind of development in terms of being foreseeable or unforeseeable, 
because we know our problem is changing every day. So it is almost 
a case of asking for contingency money; not knowing where the fire 
is going to break out: having it available for that kind of requirement. 

Mr. Mounrary. Mr. Chairman, I would like to read one sentence 
from the Bureau of the Budget circular No. A-41, revised, dated 
December 19, 1951, on the subject Submission of Supplemental and 
Deficiency Estimates. 

I have been informed by the Bureau of the Budget that this is still 
in force. 

The statement follows, paragraph 3 

Policy on supplemental estimates. No supplemental estimate (or increase in 
limitation) will be considered unless it is due to circumstances not foreseeable 
at the time the annual estimates were submitted, or to subsequent action by 
Congress and the matter is of sufficient urgency to warrant immediate action. 

Mr. Wirner. Those were the criteria I was attempting to describe. 

Mr. Mounratn. What is done, Mr. Wilber, about unforeseeable con- 
tingencies that are not major according to the Budget Bureau’s 
criteria ? 

Mr. Wirper. We are expected to provide for such items within the 
funds that have been appropriated by readjusting internally between 
programs. 

Mr. Harpy. In other words, you are supposed to anticipate them 
and have some leeway in your other funds to take care of them ? 

Mr. Wirper. That is correct. 

Mr. Harpy. Do you do that ? 

Mr. Wirper. We don’t establish any reserve for contingency because 
the funds that have been provided, while originally it may have been 
contemplated in the funds requested from the Bureau of the Budget, 
we actually never come out with the funds that would permit us to 
do that. 

Mr. Mountarn. In other words, when you get a reduction in your 
estimate by the Bureau of the Budget or reduction in your request 
by the Congr ess, what you take out is your contingency element ? 

Mr. Wiser. That is the only adjustable item other than cutting 
back in programs; yes. 

Mr. Brownson. Is there any yardstick, Mr. Wilber, as to what is 
major and what is minor so far as these contingenc Vy funds are con- 
cerned / 

Mr. Winer. I don’t know of any yardstick. I think each case 
has to stand its own test. 

I can cite a recent one we had in the supplemental estimate. 

After our budget was prepared for 1955, Indochina was given its 
independence and split up into three autonomous units. We were 
required to establish two new posts there—in Cambodia and Laos. 

The cost for that was roughly a half million dollars, as I remember 
it. We didn’t have funds. The Bureau of the Budget agreed with 
us that was the kind of development that was completely unforesee- 
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able, and they permitted us to come to the Hill for funds for it, which 
we did successfully. 

Mr. Brownson. In other words, a half million dollars seems to be 
a major expenditure? 

Mr. Wiper. Yes. I can cite another example of a half million 
dollar figure where, by action of the Russian Government, we had to 
move from one structure to another in Moscow for the Embassy office 
building. The rental in the new building was $500,000, roughly, 
which we had not provided for, we could not foresee it at the time our 
budget was up here. 

Mr. Brownson. The reason for that rental being so high was be- 
cause of the exchange rate ¢ 

Mr. Wiser. That is right. 

Mr. Harpy. Knowing that you get that kind of a situation from 
time to time, why don’t . you have some sort of contingency reserve for 
that type of thing? 

Mr. Wiper. If we are successful with our 1957 estimates we will 
have just that, Mr. Chairman. We requested the Bureau of the 
Budget 

Mr. Harpy. The point I am getting at is this: When the Bureau of 
the Budget makes a reduction, as it did in the case you mentioned a 
while ago, and the Congress makes a further reduction, apparently 
the Bureau of the Budget and the Congress have made a determination 
that you didn’t actually need the program quite as complete as the 
one you presented. 

Mr. Wizer. That is correct. 

Mr. Harpy. But then you go ahead and program every dollar of 
that appropriation w ithout holding out anything for these contin- 
gencies you know are coming up. 

Mr. Wutzer. That is correct. The reason we do that, however, I 
might mention our present situation. We just received our 1956 ap- 
propriation. We have requests before my office right now, Mr. Car- 
penter’s office, for, I think it is, in excess of $2 million of additional 
activities that the operating people in the Department feel are ab- 
solutely essential. 

If we took the money that we received from the Congress and set 
up a reserve, the amount of the $2 million would just be increased as a 
very important additional requirement, and the funds would not be 
utilized until we did set them aside for some particular purpose. 

Mr. Harpy. How long has it been since that appropriation bill was 
passed ? 

Mr. Wuizer. I haven't the exact date. It was approved July 7— 
here it is. 

Mr. Harpy. How long has it been since it passed the House?’ It 
probably passed the House sometime in June. 

Mr. Wiurzer. I believe early June or a little ahead of that. 

Mr. Harpy. The reason I raise these points is this: Certainly this 
$2 million proposition must have been anticipated prior to the time 
final passage by the Congress was made. If there was a justification 
for that $2 million, that could have been presented to the appropriate 
committee, or subcommittee chairman for consideration by the Con- 
gress at the time it was under consideration on the floor. 

Mr. Witzer. The matter was discussed, Mr. Chairman. 

Mr. Harpy. Then the Congressmen must have turned it down? 
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Mr. Wizeer. As a matter of fact, I think we reviewed our dilemma 
with the chairmen of the two Appropriations Committees in the hope 
that it would influence them in the conference discussion between the 
House and Senate. 

Of course, at that time they did increase the funds by about $3 mil- 
lion over the House allowance. 

Mr. Harpy. My point is simply this: Actually you are talking now 
about a request for $2 million which you did not include in your origi- 
nal budget but which must have been anticipated prior to the time 
final congressional action was taken. You told us it was, and there 
was some discussion with the committee chairmen, and there was 
some consideration in the conference. But if, as a result of that, you 
did not get the additional funds, and in my judgment you were turned 
down by the Congress, then the program should not be put into effect. 
Maybe I am wrong. 

Mr. Wizzer. That is exactly what the result will be for the most 
part, Mr. Chairman. 

Mr. Harpy. The thing that seems to stick out here is that all the 
funds that are appropriated are apportioned to carry out specific 
programs, not withstanding the fact that you know that somewhere 
there are going to have to be some contingencies met and disposed of, 
and instead of keeping reserves you give it all to them and hope that 
you will be able to go back, when faced with a contingency, and say 
“Let us see if we can borrow from Peter to pay Paul.” 

Mr. Wuzer. That operation is exactly what we are going through 
now. We have not allotted the moneys except on a very interim basis. 
We have not granted any of the increases in funds, and we had in- 
creases of $514 million in 1956 or 1955. We have not finally pro- 
gramed the 1956 money. 

At the time we reprogram the 1956 money we will be taking into con- 
sideration all of these additional requests and establishing priority 
of importance of those particular activities that can be financed. 

Mr. Harpy. My point is this: If the Bureau of the Budget and the 
Congress saw fit to reduce the appropriation below the requests made, 
they must have expected that whatever contingencies included in the 
original request also would be provided for in the final appropriation, 
and instead of making an allocation of the total amount it would seem 
to me that the State Department should make some reservations there 
to meet the contingencies which they had originally included. 

But when Congress cuts an appropriation you immediately elimi- 
nate all contingencies rather than eliminate any of the program, or 
reducing any of the program. 

Mr. Brownson. I would like to ask Mr. Wilber in that connection— 
I don’t know what the antonym of the word “contingency” is—but 
don’t you ever have a break that results in a saving in one of these pro- 
grams? We have been talking about the red side of the ledger. What 
happens when you get a little windfall? I use that term in the pre- 
housing sense of the word. 

Mr. Wiuper. We have a situation right now, if I may use it as an 
illustration, where I just learned this morning actually that our ex- 
change rate—may I go off the record just a moment ? 

Mr. Harpy. Yes. 

(Discussion held off the record.) 
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Mr. Witser. We received word from the Treasury we will get a 
more favorable exchange rate, and that will account for $130,000 in 

savings in the Bureau of Subenees Affairs. It is brand new to me 
so I cannot tell you what we will do finally about it, but for sure it will 
be taken into consideration. 

Mr. Harpy. As a matter of fact, though, as the usual thing when 
something like that occurs somebody has obligated it, maybe to buy 
a new air-conditioner ? 

Mr. Winer. I don’t think so, Mr. Chairman. I think we are pretty 
much on our toes about that because my Office of Finance handles the 
exchange rate problems. 

If it happened in another area I might not have found out about it. 

Mr. Harpy. That is just the point. 

Mr. Brownson. Carrying this type of windfall a little further, will 
that saving remain with the Bureau of E uropean Affairs or will that 
come back into the general departmental budgeting to possibly offset 
some difficulty that somebody in the Asiatic field may have which 
‘auses them to go over their bludget ? 

Mr. Harpy. We went into that a while ago. It was his testimony 
that they try to get it back, but they have to have a little argument 
with the chiefs of the bureaus. 

Mr. Witzer. In this case I don’t think we will have any argument 
because it is so open and shut, but the Bureau of European A ffairs 
may say they are having rental increases, local wage-scale increases, or 
something, whereby they might still need it themselves, but we will 
test it out. 

Mr. Harpy. It is always possible they will have contingencies, 
but likewise contingencies may pop up elsewhere. 

Mr. Winer. That is right, and if I may add this: One of the ad- 
vantages of this new programing, and segregation of salaries, it will 
permit us to pull that kind of windfall back, if we may call it that, 
into a central point, and from the funds available use our best judg- 
ment on a departmentwide basis where the funds ought to be repro- 
gramed., 

Mr. Harpy. Continue. 

Mr. Mountratn. We have been speaking of the unforseeable contin- 
gencies of a minor nature, and I believe you stated that the Bureau 
of the Budget expects you to get those out of your available funds? 

Mr. Wiper. Yes, sir. 

Mr. Mountarn. Is not the basis for this expectation on their part 
that you have provided some form of reserve for such contingencies? 

Mr. Wirser. I am sure the Bureau knows that we don’t use the 
reserve, as such, as a device. 

Mr. Movunrain. The arrangement by which you meet these contin- 
gencies when you are progr: amed up to the hilt is by shifting pro- 
grams. Is that right ? 

Mr. Wirper. That is correct. 

Mr. Mountatn. When you start a year you already know that there 
are some program elements which have been presented to the Con- 
gress which will not be carried out ? 

Mr. Wiuzer. That is correct. 

Mr. Mountain. So in effect, some portions of your program are 
there as justification for funds which you know in ‘advance are going 
to be used for something else? 
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Mr. Wieser. Yes. 

Mr. Mountain. Was the transfer of some $1.2 million from the 
foreign buildings appropriation during fiscal year 1955 to the sal- 
aries and expenses appropriation of the Department typical of the 
way these problems of reprograming funds are handled ? 

Mr. Wiper. No, because under normal circumstances you would 
not be authorized to make such a transfer of financing, that is between 
appropriations. 

Mr. Mounratn. Would you explain this particular transaction to 
us and how it arose ¢ 

Mr. Wiper. Yes. At the beginning of 1955, in August, the 
adoption of the Wriston program of improved personnel administra- 
tion, and so on, created some new elements of expense. The Cam- 
bodia-Laos missions had to be opened up very, very promptly, and 
there were a number of other items, related items, which cost consid- 
erably more than we had included in any estimates. 

The only way to get funds, of course, is through the supplemental 
estimate procedure, and of course that was impossible back in August 
because Congress was out of session at the time this real crisis arose. 

Mr. Harpy. Just gone. 

Mr. Wizper. Just gone. I think my memorandum to my superior 
on this is dated August 23. There was an original memo raising the 
problem July 26. 

So the real question was, in the face of this lack of funds, do we 
pursue the Wriston program energetically or don’t we? That was 
one issue involved. The decision was made by the Secretary to im- 
plement it. 

So it was a case of having to find the money. Of course, we could 
not operate on a deficiency basis, and since the FBO, Foreign Build- 
ings Operation, appropriation in its authorization is permitted to 
operate and maintain establishments which have leases of 10 years or 
more, and since the S. & E. appropriation also has the same authority, 
it was determined by the Secretary that he would take advantage of 
that dual authorization and transfer the financing of operation and 
maintenance for leases of 10 years or more from 8S. & E. over to FBO 
thereby making $1,200,000 more available for the general purposes of 
the Department. 

Mr. Mounrarn. I hand you copy of a memorandum for Mr. Hen- 
derson from Mr. Carpenter dated January 18, 1955, and ask you if 
you are familiar with that document ? 

Mr. Wizper. Yes. 

Mr. Mounrarn. I will read one sentence from paragraph 5 of this 
document which reads as follows: 

While basic authority exists for conducting building operation and mainte- 
nance under both “Salaries and expenses” and “Acquisition of buildings abroad,” 
there is an element of legal blemish in transferring this responsibility after 
appropriations have been passed for each. We may face pointed questioning on 
this decision during the forthcoming hearings. 

I just wonder, do you regard this transaction as having had an 
element of legal blemish in it ? 

Mr. Wiper. Yes; I do. I did at that time and I think that is a 
correct statement. 

The purpose of that memorandum, I believe, was to present the 
matter topside to get a decision, and I felt, and I am sure Mr. Car- 
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penter did, that all factors should be considered, including this legal 
question. 

Mr. Mountarn. However, I think to refresh your memory, Mr. 
Wilber, this document was some months after the fact. This is dated 
January 18, 1955, and I believe the transfer was made in the fall of 
1954. 

Mr. Wier. I see. The point I wanted to make, and it is still 
accurate, was that at the time the Secretary made the decision to use 
these funds that same factor was presented to him. 

Mr. Mountarn. But in any event this is an example of how far 
you have to extend your reprograming efforts ? 

Mr. Wiper. Yes. 

Mr. Harpy. Has anybody ever resolved whether or not there was a 
technical legal violation in that. proposition ? 

Mr. Wiper. The question never has been raised, Mr. Chairman. 
The two committees and the Bureau of the Budget each received 
letters. 

Mr. Harpy. And just ignored it. 

Mr. Wiper. Beg pardon? 

Mr. Harpy. And just ignored it. That is one way to avoid re- 
solving an issue, to just let it lie. The Committee probably felt that 
was the easiest way out of a situation. You don’t need to comment on 
that. 

Mr. Mocunrarn. How often is a process like this necessary, Mr. Wil- 
ber, a process of reprograming ? 

Mr. Wirzer. You are not speaking as between appropriations now; 
are you? 

Mr. Mountarn. Not necessarily; no. How often do you have to go 
through a reprograming process ? 

Mr. Wiser. I would say we face a crisis like the one we have just 
been talking about several times during a year. 

I do recall we had the one in August. We had a similar situation 
in January, and we faced the last one of last year along in March of 
this year, at which time we had to freeze the employment level at the 
March 1 figure. 

Mr. Mountary. What kind of funds do you keep unallotted and 
in reserve ? 

Mr. Wirzer. We don’t keep any funds specifically in reserve except 
we do strive to hold onto $75,000 to $100,000, or just a small amount 
to take care of any lapse that we fail to get in domestic salaries. 

Mr. Harpy. Did I understand that in connection with your current 
programing you are proposing to get some sort of a reserve fund ? 

Mr. Wiser. For 1957; yes. We presented that problem to the 
Bureau of the Budget. Our proposal was that there be established 
in the hands or in the name of the President a contingency fund of 
some $3 million, and I believe the Bureau is going to approve some- 
think like $1 million to be set up separately and subject to obligation 
or use with the prior approval of the Bureau of the Budget. 

Mr. Harpy. With that kind of a situation you ought to be able to 

take care of some of these crises without having to beat all around the 
bush and adopt some dubious legal procedures. 
Mr. Wiser. It would be much better ; yes, sir. 
Mr. Harpy. Questions? 
Mr. Brownson. I have no questions. 
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Mr. Mountain. Have you any idea of how large the President’s 
emergency fund is? 

Mr. Wixzer. The existing one? 

Mr. Mountain. Yes. 

Mr. Wireer. No; I do not. I was under the impression it was 
around a half million dollars. At one time I know it was $5 million 
or more, but I believe that has been cut back. There was some dis- 
pleasure, I believe, in the way the fund was used at one time, so it 
has been brought back to a very modest amount, I believe. 

Mr. Mountain. If you get this request for a special contingency 
fund which you have described for us, this will be considerably lar ger 
than that available to the President ? 

Mr. Wiser. I am quite sure that is correct. 

Mr. Mountain. Mr. Wilber, to summarize the financial experience 
of the Department during fiscal year 1955, as the year started, and 
this is your customary practice, you used the former year’s figures 
adjusted for those items which are not to be repeated in the upcoming 
year? 

Mr. Wiper. That is correct. 

Mr. Mountarn. And for those items which have been added which 
were not in the last year’s budget? 

Mr. Wiper. Yes. 

Mr. Mountarn. You use this as a planning figure and tell the 
various bureaus to use this as a basis for submitting initial plans to 
you? 

Mr. Wiper. That is correct, with justifications. 

Mr. Mountarn. Then in speaking specifically of last year, you had 
an appropriation in 1954 of availability of $66.5 million for salaries 
and expenses and slightly more than $5 million were not repetitive, 
so you reduced that, and then you had slightly more than a half 
million dollars added to the program, so you wound up with an 
initial allotment to the bureaus for planning purposes of about $62 
million ? 

Mr. Wiper. That is correct. 

Mr. Mountarn. Then by July 26 you knew you had an appropria- 
tion of $62.7 million, and against this planning figure you had $700,000 
which had not be alloted to them? 

Mr. Wiper. That is correct. 

Mr. Mountain. At the same time, however, you had urgent re- 
quests for more than $1 million for various offices plus a need for 
another $1.7 million for the Wriston program, a total of $2.7 million 
in urgent requests ? 

Mr. Wiper. Yes. 

Mr. Mountarn. In other words, at the very start of the fiscal year 
vou already were $2 million i in the hole as regards the program ? 

Mr. Wireer. That is right, which is about the same this year. 

Mr. Mountatn. Then you recommended that only about a half 
million dollars of these requests be granted, and left yourself a bal- 
ance of, according to your records, $74,791 on August 5, 1954, and I 
note your submission states at 9a.m. Is that correct? 

Mr. Wizer. I believe so. 

Mr. Mountarn. Then on August 23, 1954, and I note the time is 
not stated, you had a balance of $54,721 to meet additional requests. 
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On that same date you had urgent requests of more than $2.8 
million. 

Mr. Wizeer. That is correct. 

Mr. Mounrary. Then you recommended about $900,000 of it be 
derived by assessing the geographic bureaus, and that your reserve 
be tapped as much as possible, so that on August 23 there was still 
about $2 million you were in the hole? 

Mr. Wiper. That is correct. 

Mr. Mounrarn. On September 10 you had requests totaling about 
$4 million and still had this balance of $54,721? 

Mr. Wiper. Yes. 

Mr. Harpy. That was your nest egg? 

Mr. Wiper. Sure was. 

Mr. Mountain. You disapproved some of these requests to the ex- 
tent that you were left with requests totaling $1.2 million, and it was 
there that you tapped the FBO funds? 

Mr. Wuzer. That is right. 

Mr. Mountain. Then after this transaction, on December 31, 1954, 
you had a balance of $237,674, some of which was left over from a 
balance in this FBO account that was not fully allocated ? 

Mr. Wuzer. I don’t recall the specific figures but I am sure that 
is about right. 

Mr. Mountarn. These figures are taken from submissions you fur- 
nished the committee. 

At the same time you had the $237,000 in reserve, you had nearly 
$400,000 in urgent requests as well as a need for $900,000 ? 

Mr. Wuzer. That is right. 

Mr. Mounratn. By February 28, 1955, your balance was $163,000 
roughly, with demands for $400,000 ? 

Mr. Wizzer. Yes. 

Mr. Harpy. You operate in the red all the time? 

Mr. Wizper. All the time. 

Mr. Mountain. On January 14, I believe Mr. Carpenter reported 
to Mr. Dulles an estimated deficit of about $900,000 but pointed to 
the supplemental and told Mr. Dulles that he felt this would come 
out even in the end if you got the supplemental ? 

Mr. Wivper. That is right. 

Mr. Mowun'ratn. By March 11, you had requests for $1,132,000 and 
you had a balance on hand to serve those purposes of $164,000 7 

Mr. Witeer. That is correct. 

Mr. Mountain. This was the point at which you undertook this 
freeze and these other activities? 

Mr. Wirper. That is correct. 

Mr. Mountain. How did you wind up at the end of that fiscal year, 
the last fiscal year? 

Mr. Wirper. As I indicated yesterday, of course, our figures are not 
final because the arrangements for FOA and USIA to settle their 
administrative support reimbursement have not been resolved. 

Assuming that they pay up completely I would say our balance 
would be in the neighborhood of $200,000 or $300,000. 

Mr. Mountain. That is all I have, Mr. Chairman. 

Mr. Harpy. Thank you, Mr. Wilber, for your very helpful testi- 
mony here. 

I think we have made considerable progress this morning. 
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Mr. Carrenter. You asked me a question yesterday and I believe 
I did not respond to it. 

Mr. Harpy. That is right. 

Mr. Carpenter. Mr, Henderson said he would be pleased to have 
the committee use its own judgment as to the publication of the 
Heller reconstruction of the field notes, and the Department will go 
along with whatever decision the committee makes. 

Mr. Harpy. Very well, then. We will defer action on the final 
decision until we have a fuller membership present. 

I am very pleased with the progress we are making here now. I 
think if we can get back here at 2 o’clock we will be able to finish up 
this afternoon on this phase of it. 

Mr. Estes, we would like to have you here at 2 o’clock. 

Mr. Esres. Yes, sir. 

(Thereupon, at 12:50 p. m., Tuesday, August 2, 1955, a recess was 
taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


The subcommittee resumed its hearings at 2 p. m., Honorable Porter 
Hardy (chairman) presiding. 

Mr. Harpy. Mr. Estes, we are very glad to have you with us this 
afternoon. Mr. Mountain, you may now proceed. 


STATEMENT OF THOMAS S. ESTES, ASSISTANT CONTROLLER FOR 
OPERATIONS, DEPARTMENT OF STATE 


Mr. Mounratn. Mr. Estes, will you please give us a brief biograph- 
ical statement for the record ? 

Mr. Estes. Yes. 

I was born January 23, 1913, at Rumford, Maine. I graduated 
from high school at Portland and I entered into private business in 
1932, continuing through 1934. I joined the United States Marine 
Corps August 4, 1934, was with the Marines through 1937. I entered 
the Foreign Service in 1938 at Bangkok, Thailand—then Siam. I was 
commissioned as a Foreign Service officer on December 4, 1942, and I 
served in North Africa, Italy, Austria, in the office, United States 
Political Adviser in the Milit: ary Headquarters and at Quebec and 
Washington. 

During my last tour, I attended the advanced management pro- 
gram, a graduate School of Business Administration, Harvard Uni- 
versity. After that, I was assigned to Athens as the Director of the 
Joint Administrative Services, an organization which provided ad- 
rig ge services to all Federal agencies ~ Greec e. On November 

, 1954, I was recalled to my position by Mr. Carpenter. 

ie Mounrarn. What was that last state — 4 

Mr. Estes. On November 15, 1954, I was recalled to my present 
position. 

Mr. Mounrarn. You were not in your present position at the time 
of the Heller survey ? 

Mr. Estes. No. 

Mr. Mountary. Where is your operation placed, organizationally 
in the structure of the Dep: irtment ? , 

Mr. Estes. Assistant Controller for Operations, the block on the ex- 
treme right of the organization chart before you. 
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(The chart referred to appears on p. 88.) 
Mr. Mountain. At the same level with 
Mr. Estes. Mr. Wilber and Mr. Wilson. 

Mr. Mounrarn. What are your responsibilities ? 

Mr. Estes. My responsibilities are to provide all domestic and for- 
eign field administrative services required to keep the organization 
operating except for personnel and for the budget. 

Mr. Mounvrarn. Your major duties are of the kind involvi ing house- 
keeping items for the Department ? 

Mr. Estes. Yes. 

Mr. Mountrary. With the exception of Foreign Building Opera- 
tions? 

Mr. Esves. I do not have Foreign Building Operations. 

Mr. Mountain. But you do have to do with communications ? 

Mr. Estes. Communications. 

Mr. Mountain. Warehousing ? 

Mr. Esres. Warehousing and supplies. 

Mr. Mountarn. Diplomatic pouch ? 

Mr. Estes. Diplomatic pouch is one. 

Mr. Mountrarn. Are you familiar with the Heller report of May 15. 
1954; has it been brought to your attention ? 

Mr. Esters. Yes, I am. 

Mr. Mountain. And are you also familiar with the copy of the 
progress report of January 11, 1955? 

Mr. Estes. I am. 

Mr. Mountain. Did you have any part in drafting those sections 
of the progress report that apply to your functions ? 

Mr. Estes. Yes. 

Mr. Mountarn. What part? 

Mr. Estes. As it applies to my operation, there was a request from 
Mr. Carpenter for each of us to report on the present status of the 
progress on the Heller report recommendations. Those were sub- 
mitted to me by my subordinates, and I also assisted in the actual 
drafting of one small portion of the report itself, the progress report 
itself. 

Mr. Mountarn. Are you familiar with Mr. Carpenter’s submission 
to this committee of May 4, 1955, on the status of the proposals made 
by the Heller firm ? 

Mr. Estes. Yes; I believe Tam. May I look at that to see if it is 
the same one I have in mind? Yes; I have it in slightly different 
form, I believe. 

Mr. Mountain. May I ask you to look at this since you have a 
slightly different form, Mr. Estes, and if you wiuld use the form in 
which it was submitted to this committee. 

Mr. Estes. Yes; very well. 

Mr. Mounrarn. This submission to this subcommittee reports on 
the status of the Heller report under three headings, does it not, class 
I, those proposals which have been implemented in whole or in part; 
under class 2, those proposals which have been rejected; and under 
class 3, those which are under study, for implementation or rejection. 
Is that correct ? 

Mr. Estes. Yes; that is the way it appears here. 

Mr. Mountain. Will you read for us a list of proposals of the Heller 
firm which have been rejected by the Department. 
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Mr. Estes. Abolish the position of Director General of the Foreign 
Service. 

Mr. Mountain. The Department, since the submission of the Heller 
report, has rejected only one proposal ? 

Mr. Estes. According to this submission. 

Mr. Mounrarn. Will you read for us from the list under class 3, 
items which are still under study, those applying to your area of 
operations ? 

Mr. Estes. Yes. 

United States Despatch Agency service for other agencies; United 
States Despatch Agency, personal shipments; personal mail and 
diplomatic service; telegram volume control; record management ; 
control of incoming mail, and consolidation of library facilities, which 
is also one of my 1 responsibilities. 

Mr. Harpy. Most of those items are under your responsibility, are 
they not, Mr. Estes? 

Mr. Estes. We skip the next 4 or 5, Mr. Chairman. 

Mr. Harpy. The first several of them are in your area ? 

Mr. Estes. The first six are definitely within my area, Mr. Chair- 
man. 

Mr. Harpy. Is foreign economic reporting? 

Mr. Estes. The foreign economic reporting is the next one, and |] 
believe the only one, yes; the only one left in my area 

Mr. Mountaln. You have listed three items, United States s Despatch 
Agency, service for other agencies, and United States Despatch 
Agency, personal shipments, and telegraph volume control as under 
study. 

Mr. Carpenter’s progress report lists them as “not implemented.” 
What is the difference between “not implemented” and “rejected” ? 

Mr. Esres. I would say that it means still under study. 

Mr. Mounratn. It means not implemented yet ? 

Mr. Esres. Not implemented yet. 

Mr. Mountarn. It means there is still active consideration being 
given to these three proposals ? 

Mr. Estes. The first three. 

Mr. Mountarn. The first three I have just mentioned, United States 
Despatch Agency. 

Mr. Estes. Yes. 

Mr. Mountarn. Personal shipment services for other agencies and 
telegraph volume control ? 

Mr. Estes. V ery definitely. 

Mr. Mountarn. Was it Heller’s recommendations that Government 
agencies serviced by the United States Despatch Agency should re- 
imburse the Department ? 

Can you tell us what the Department has done about this problem? 

Mr. Esres. At the time of the recommendation, a rather thorough 
study was made, and if I may draw on my recollection rather than 
referring to my notes here, it was originally accepted as a possibility 
and reached the stage where letters were written to the various agen- 
cies. Some immediately objected to the payment and in other—in 
one instance, at any rate, they went to the General Services Adminis- 
tration to see if they could receive the same service free. After sev- 
eral months, certainly several weeks, of discussion back and forth, top 
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management finally decided to withdraw from its position, primarily 
on the basis that it was going before the Congress for funds to provide 
this very service 

Mr. Harpy. Let us explore that a little further. What agencies 
are you referring to? What agency was that ? 

Mr. Estes. Commerce, if I recall. 

Mr. Harpy. What was the type of service that was being provided ! 

Mr. Esters. Shipment of supplies overseas. 

Mr. Harpy. Shipment of supplies to Commerce’s own personnel 
overseas; is that right ? 

Mr. Estes. No, sir: I do not believe so. I think—I would have to 
refer to my notes on that. 

Mr. Harpy. I wish you would, because I would like to be able to 
understand that. 

Mr. Estes. Yes. 

The narrative that I have, Mr. Chairman, refers simply to freight. 

Mr. Harpy. Who would they be shipping to? 

Mr. Estes. I am afraid I cannot answer. I would be glad to de- 
velop that, and find that for you, Mr. Chairman. It is a very nominal 
amount as I recall. 

Mr. Mountain. Mr. Chairman, I believe I can help with the situ- 
ation by giving Mr. Estes a paper that he has submitted to the com- 
mittee. That may help him. 

Mr. Harpy. Very well. 

Mr. Esres. The paper which I submitted, Mr. Mountain, and Mr. 
Chairman, is a list of the agencies serviced by the Despatch Agency 
but it does not describe the kind of things being shipped. 

Mr. Harpy. I am more concerned with the consignee than I am 
with the kind of thing being shipped. Can you shed any light on 
that’ 

Mr. Esters. No, sir; except that it would have to be to official re- 
ceivers, someone in the Government’s operations is the only one that 
it would be forwarded to. You see, Commerce has no personnel of 
their own. 

Mr. Harpy. It would have to be people attached to the Ambas- 
sador’s staff; would it? 

Mr. Esrrs. Yes; but they are Foreign Service personnel. 

There are no Dep: urtment of Commerce personnel. 

Mr. Harpy. They have some Maritime Administration personne] 
over there, but they are not classified as Commerce people ? 

Mr. Estes. No. ‘They are still Foreign Service people. 

Mr. Harpy. I think Maritime Service has some people of their 
own overseas, 

Mr. Esrrs. Not now. They did have, but for the past several years, 
perhaps since 1946, they have been regular—— 

Mr. Harpy. They have been regular Foreign Service since 1946? 

Mr. Esres. There used to be; the Maritime Administration had 
until about 1945 or 1946, people overseas of their own. 

Mr. Harpy. Does the State Department perform such functions as 
gathering information on foreign construction of vessels overseas? 

Mr. Esres. Yes. 

Mr. Harpy. Exclusively ? 
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Mr. Estes. To my knowledge, exclusively. 

Mr. Harpy. Now, to get back to the thing that we were talking 
about. We have been talking about performing services for other 
agencies; the question of making shipments or providing transpor- 
tation of shipments originating with other Government agencies. 
How does anyone attribute to the State Department the responsibility 
for paying the freight on transportation of people or things that 
belong to somebody else ? 

Mr. Estes. Not people, but for things. For years, I mean for 
decades, the Despatch Agency was considered a Federal despatch 
agency for forwarding American official supplies overseas, from oil 
rigs to baggage. 

Mr. Harpy. Now, on that basis, you might even get the State De- 
partment in the position of having to supply military items? 

Mr. Estes. We do, in fact, do something in shipments for the mili- 
tary, but of course they have vast operations of their own for that. 
But on occasion we have carried for the military. 

Mr. Harpy. I am having trouble finding a basis on which any agency 
of the Government would decline to reimburse the State Department 
for the cost of services performed for that agency. That is what I 
am trying to get clarified. You mentioned Commerce a moment ago. 

Mr. Estes. Yes. 

Mr. Harpy. And you said they went to General Services about 
trying to get General Services to perform for the Department. 

Mr. Estes. Yes. And General Services was willing to do that, 
according to a copy of a letter I have here. 

Mr. Harpy. General Services was willing to perform a service which 
the State Department was already performing free? 

Mr. Estes. Yes. 

Mr. Harpy. And the State Department decided that it would not 
reduce its own little carrier force by letting General Services give 
it free? 

Will you get on to something else, Mr. Mountain; this is not very 
profitable. 

Mr. Mountain. Mr. Chairman, I think we might have such things 
as sending overseas some items like machinery that might be needed 
by the Technical Cooperation Administration, and they might forward 
through the Despatch Agency this one type of thing. 

Mr. Estes. And farm equipment. 

Mr. Harpy. Do we include in this thing personal shipments; that 
was another thing? 

Mr. Estes. Not for other agencies. 

Mr. Harpy. I am talking about personal shipments for State De- 
partment personnel. 

Mr. Estes. Yes. 

Mr. Harpy. There was, I believe, included in the Heller report, a 
recommendation that they should make up for that. 

Mr. Estes. Yes. 

Mr. Harpy. What was the development in connection with that 
proposition ? 

Mr. Estes. For the moment, under my own direction, yes there is a 
study of the entire picture, to determine whether or not such services 
are authorized, required ; a proper service. 

64302—56—pt. 1——23 
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Going back to the time of the first development, things that the 
Heller people had no knowledge of, had no way of knowing, it was 
ascertained through the Legal Adviser that the fees for such services 
could not be retained by the Department. It was the Heller Asso- 
ciates’ idea, a very good idea, that the fees be charged, be put back into 
the kitty, and used to help defray the cost of operations. 

Mr. Harpy. And when it was decided that they should go back into 
the general funds of the Treasury, the State Department lost interest 
in trying to collect it? 

Mr. Esres. Yes. 

Mr. Harpy. Did that relate to such things as Christmas cookies? 

Mr. Esres. I have not seen anything on that. 

Mr. Harpy. You have not seen anything about it; you did not read 
all of the Heller report? 

Mr. Estes. I read all of it; but I did not see such a term. 

Mr. Harpy. You did not see such a term as Christmas cookies? 
Maybe that is in the field report. 

Mr. Esves. I did not find it in here, and I would have been very 
conscious of it. 

Mr. Harpy. You did not see any Christmas cookies being shipped 
to Athens; you were not aware of any Christmas cookies being shipped 
by the diplomatic pouch service / 

Mr. Estes. No; and I think I would have. 

Mr. Harpy. You were not aware of it? 

Mr. Estes. No. 

Mr. Harpy. Well, after you came on board last fall, are you aware 
of any appreciable amount of Christmas cookies being shipped to 
personnel overseas by diplomatic pouch ? 

Mr. Esres. I have not heard that mentioned before. 

Mr. Harpy. You have never heard it mentioned ? 

Mr. Estes. No. 

Mr. Harpy. Maybe we had better make these field notes a part of 
the record. 

Mr. Mounrarn. Is it not true, Mr. Estes, that on both of these pro- 
posals, regarding the United States Despatch Agency, the problem of 
reimbursement for official shipment from other agencies and the prob- 
lem of reimbursement for unofficial personal shipments, the Depart- 
ment has decided not to take any action ? 

Mr. Estes. No. I am at present having redrafted a proposed 
circular to the field raising the question of the personal shipments 
leading toward the elimination of them. And I am trying to ascer- 
tain where, if anyplace, personnel would be adversely affected by this. 

Mr. Harpy. Are you getting anv information to indicate that the 
morale would be adversely affected ? 

Mr. Estes. No, sir; and I think I have a pretty good knowledge 
of the morale of the Foreign Service in this matter. 

Mr. Harpy. Let us go into one other thing just a little bit with you. 

Mr. Estes. Yes. 

Mr. Harpy. I notice that one of the items mentioned in your list 
was communications, 

Mr. Estes. Yes. 

Mr. Harpy. Telegraph volume control. 

Mr. Estes. Yes. 

Mr. Harpy. What have you done about that recently? 
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Mr. Esres. Recently I have been studying the implications of 
further measures for controlling telegraph volume, systems, I might 
say, inspired very much, of course, “by the present study and the 
Heller recommendations. 

Mr. Mountain. Mr. Chairman, I think we are going to explore 
that a little bit more in detail, and I wonder if we could at this point 
just finish one other aspect of this Despatch Agency service! 

Mr. Harpy. Certainly. 

Mr. Mountratn. Do I understand that you have a study currently 
under way looking to, not reimbursement for personal shipments by 
the Despatch Agenc y, but cutting it out? 

Mr. Estes. Eliminating it. 

Mr. Mounratn. This, of course, will get around the problem of 
how or what to do with the funds. 

Mr. Estes. Of course, there will not be any. 

Mr. Mounratn. Is it not true that the difficulty up to now has been 
the problem of what to do with any funds that you might collect, 
which the Department could not retain ? 

Mr. Estes. On personal charges. 

Mr. Mountain. How woulld that affect the official shipments? 

Mr. Estes. It is my understanding that for the official shipments, 
those reimbursements could be kept. 

Mr. Mountain. I see. 

Mr. Estes. That is, from my recollection, but that is my under- 
standing. 

Mr. Mou NTAIN. Some of the agencies have said they would not use 
the service if the Department 

Mr. Estes. We assume that. 

Mr. Mountarn. With GSA doing it for nothing. 

Mr. Estes. With GSA committed to do it. 

Mr. Mountarn. So as far as reimbursement for official shipment 
is concerned, what isthe Department’s position ? 

Mr. Estes. Our present position is that we obtain funds from Con- 
gress to provide that service. 

Mr. Mounratn. And you are not going to implement this Heller 
proposal ? 

Mr. Esters. That is the present thinking, yes. 

Mr. Mountarn. So, in effect, this proposal hi is been rejected ? 

Mr. Estes. I would say not formally, because I have not made such 
a recommendation to my superior, because I am waiting for completion 
of this study. 

Mr. Harpy. The question gets down to whether the service is going 
to be performed free of charge by the State Department or by the 
General Services Administration ; is that about it # 

Mr. Estes. Not quite, Mr. Chairman, because while the General 
Services Administration has a freight forwarding service, in many 
instances they simply turn it over to us, because we have a complete 
freight forwarding organization. They have one on a eh smaller 
scale, and I have no w ay of knowing whether they are prepared to 
expand their organization to take care of these requests, 

Mr. Harpy. But my point is that the service has to be performed 
by someone. 

Mr. Estes. Yes. 
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Mr. Harpy. And apparently, if I can piece this thing together, the 
question to be decided is the question as to which agency 1s going to 
perform it, whether the State Department or General Services 


Administration. 


Mr. Esrzs. Yes. cand 
Mr. Harpy. And in either event, apparently it was divided on an 


appropriated funds basis, without reimbursement from the individual 
agencies, when the shipments were made. 
Mr. Mountain. How recent was your plan to look into this personal 


shipment proposition, Mr. Estes? 

Mr. Estes. In the last 45 to 60 days, perhaps, that is the actual 
paperwork. 

Mr. Mountain. Up to that point, no conscious attention had been 
given to the problem ¢ 

Mr. Estes. Not by me, except as a part of my review of the whole 
Heller report of the various things that enter my area, that should be 
looked into. 

Mr. Mountain. As of May 4, this was the submission made by the 
Department—would it not have been more correct at that time to 
~—— ented was rejected ? 

r. Estes. You are now speaking of the official shipments? 

Mr. Mountain. Of the personal shipments. 

Mr. Estes. No, Mr. Mountain. I think it is more correct to say 
that it is under study. I am not sure that the elimination of the 
personal service could be called a rejection, or something that could 
not be called an implementation in a different way. 

Mr. Mountain. The other item in Mr. Carpenter’s report has refer- 
ence to the implementation of the telegraphic volume control recom- 
mendation. This also appears as a proposal under the class 3 items, 
as under study in the May 4 submission. Can you tell us the precise 
nature of the Heller recommendation on telegraph volume control! 

Mr. Estes. Yes. The precise recommendation a the Heller Asso- 
ciates was in the form of a circular to the Department and to the field, 
which paer out in very definite terms the type of control, specifically, 
that telegraphic transmission would be limited to messages which 
comply with the revision of the existing regulations, which define 
urgency in terms that mean the sender requires an answer to imple- 
ment an immediate decision or action, or to conduct an operation 
requiring immediate attention, or vice versa on the sender’s part. 
That was the policy. 

Then they define responsibility of the drafting officer and the 
approving officer, and add one element which is not heretofore in 
any form of procedure, that the drafting officer would indicate below 
in the space provided on the form the date which that message would 
have to be received by the recipient. I think I mentioned the placing 
of responsibility on the approving officer, and then they spelled out 
the DC, now the OC, responsibility for supervising this control 
procedure. 

Mr. Mountain. Have you accepted their proposal? 

Mr. Estes. No, sir, not in those specific terms. We have—our com- 
munications people believe, and I believe, that in essence our present 
regulations carry out what is spelled out in very definite terms in the 


proposal, 
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Mr. Harpy. The regulations are pretty short. I was afraid they 
were going to be long. Let me read it into the record. 

Regulation 131.6.—Telegrams. Telegrams shall be used only when the need 
for information is so urgent that a cheaper and slower means of communication 
cannot be used. Telegraphic channels should not be used for the primary pur- 
pose of security, as equal if not greater security is provided by the courier serv- 
ice. Consideration shall always be given to airmail instructions as the alter- 
native and cheaper means of communication. Multiple address circular tele- 
grams can be sent to one or more of the addressees over telegraph channels and 
to the remainder by pouch or airmail. 

This is an excerpt from the departmental regulations and procedures 
issued March 11, 1955. 

Is that the regulation you are referring to? 

Mr. Estes. That is part of the regulation; yes, sir. There is more 
to the telegraph regulations in our departmental manual of regula- 
tions and procedures, and the same statement appears in our Foreign 
Service Regulations. 

Mr. Harpy. How much more is there to your regulations ? 

Mr. Estes. There is considerably more. Do you have 145 there, 
Mr. Mountain / 

Mr. Harpy. Yes, I have. This has a lot of material in it. But all 
of this looks to me like it is primarily detail. 

I do not believe anybody could take too much exception to that part 
of the regulations I read a while ago. Do you have any effective means 
to insure that it is complied with ¢ 

Mr. Estes. Yes, sir. We have the review operation mentioned by 
the Heller group in which incoming and outgoing telegrams are re- 
viewed daily. Where we find telegrams we think are too wordy or 
should not have been sent, even, we bring those to the attention of the 
sending bureau, the bureau that has responsibility for the area from 
which they came. drawing their attention to this and asking the rea- 
sons behind sending this telegram. We do not always know what all 
the reasons are. 

Mr. Harpy. Do you recall testimony by some of the Heller people 
to — that whole editorials were being sent overseas by tele- 
graph ? 

Mr. Estes. I do not, but I know that isdone. I know that editorials 
on occasion are quoted verbatim, certain from the field to Washing- 
ton. 

Mr. Harpy. Do you remember the goat story ? 

Mr. Estes. I do, sir. 

Mr. Harpy. Does that kind of thing still happen? 

Mr. Estes. Let me say it could happen. 

_ First of all, that series of telegrams was sent by the Foreign Opere- 
tions Administration, not by the State Department. I have examined 
the entire file on that subject, Mr. Chairman, that could be resur- 
rected for me, and I have looked into the matter very closely. There 
was an urgency about it which I think perhaps, certainly in the eyes 
of FOA, justified the sending of those telegrams. Whether the State 
Department would have done such a thing I cannot say because we 
do not deal in that material. F 

Mr. Harpy. FOA was not going to export some goats; were they? 
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Mr. Estes. May I give you the story briefly on it, as I understand 
it? 

Mr. Harpy. Go ahead. I would like to know what it was, because it 
was rather intriguing. 

Mr. Estes. There was a movement to repopulate some of the Middle 
“ast areas with purebred stock, which was donated by various indi- 
viduals and organizations. I believe Carl Sandburg donated six 
goats worth $1,000 apiece. 

Mr. Mountain. Off the record. 

(Discussion off the record). 

Mr. Esres. The occasion for the telegram to which I believe Mr. 
Wright referred was the problem of getting these goats overseas in 
time to make a sailing of a ship which was prepared to carry them. 
Some controversy had arisen with 1 or 2 of the countries involved 
about the expenses of their shipment and receipt. In the meantime, 
I believe there was a certain amount of propagation going on and it 
was building up a problem. 

Mr. Harpy. The statistics changed ? 

Mr. Estes. Sir? 

Mr. Harpy. The statistics changed? 

Mr. Esres. The statistics were changing by being changed by 
Nature to a certain extent, as I understand it. 

Mr. Harpy. I did not know that was so awfully fast in a goat. That 
was the reason it was felt necessary to transmit this information by 
telegram ¢ 

Mr. Esves. Yes, sir. Not only to transmit it, but they requested 
answers by telegraph. 

Mr. Harpy. Did they ship any of those goats by airplane? 

Mr. Estes. Not to my knowledge. That was discussed. I read one 
telegram where they said an airline had offered to ship them at a 
comparable price to get them out there. 

Mr. Harpy. Was the idea to repopulate the same area on which 
this economic data was furnished ? 

Mr. Estes. To repopulate and improve the goat breed in those 
countries. 

Mr. Harpy. Did anybody have any accurate information on what 
a purebred goat would do under those circumstances? You know, 
sometimes these hybrids and these general mixtures are more pro- 
lific and can stand more than some of the purebred strain. 

Mr. Estes. I have never served in that area, sir. I would have to 
refer that to my superior, who has. 

(Discussion off the record.) 

Mr. Harpy. Is that about all we have? 

Mr. Mounvarn. I have about four more questions, Mr. Chairman. 

Mr. Harpy. On this telegraph proposition, Mr. Estes, I think that 
the committee would like sometime, if it has not already been pro- 
vided, to get in a written form some clear idea of just what is being 
done to be sure that this matter of telegraph control is receiving some 
sort of attention so that they do not go haywire. 

Mr. Estes. Yes, sir. 

Mr. Harpy. Regulations are not any good, no matter how well 
worded they are, if they are not carried out and if they are not fol- 
lowed up. 

Mr. Estes. Quite right, sir. 














































ded Sei Bing See 









und 
e it 
dle 


di- 
S1xX 


1] 
)] - 






















needs: 






Fs 
hi 
3 
¥ 
in 


























Meee 









es eb eaihacal Sap tothees Soa 





ADMINISTRATION OF OVERSEAS PERSONNEL 353 


Mr. Harpy. On the face of it it looks to me like that regulation, if 
it is effectuated, would produce fairly desirable results. But I would 
appreciate it if you would give us a little statement in writing as to 
just what is being done. 

Mr. Esres. Yes, sir. 

Mr. Harpy. To see that the sending of telegrams and the use of the 
wire service is not being abused. 

Mr. Estes. I would be very happy to do that, sir. 
(The information is as follows :) 


BRIEF OUTLINE OF CONTROLS OvEeR TELEGRAPH USE IN THE DEPARTMENT OF STATE 


Regulations.—Regulations governing both departmental and Foreign Service 
administration contain sections specifying that telegrams may be used only 
when the need for information is so urgent that a cheaper and slower means 
of communications is not usable. The pertinent sections in the current regula- 
tions are attached. Similar restrictions on the use of telegrams have been a 
part of the Department’s regulations for many years, probably as long as inter- 
national telegraph facilities have been in common use. 

Authorizing officer—As part of a program to assure compliance with the reg- 
ulations, only certain officers in the Department have authority to approve the 
sending of a telegram. Generally speaking this authority does not go below 
the Assistant Chief of Division level. In releasing a message for telegraphic 
transmission, an authorized officer must enter his name in a block on the tele- 
gram form which reads: “Telegraphic transmission and classification approved 
by.” The approving officer is thus held responsible not only for the content of 
the telegram but also for the fact the message warrants telegraphic transmis- 
sion and bears the correct security classification. 

Central review.—In addition to telegrams being approved by an authorized 
officer in the originating area, all outgoing telegrams in the Department are 
given a central review by the Correspondence Review Staff which is attached 
to the Secretary’s office. Messages of questionable urgency are checked with 
the originator, and, wherever possible, are diverted to pouch channels. Un- 
necessary words are deleted and unnecessarily long telegrams are returned to 
the drafter for shortening. 

Circulars.—All circular telegrams, that is, the same text sent simultaneously 
to several posts, are given a review by a communications specialist in the Tele- 
graph Branch in addition to having gone through the Correspondence Review 
Staff. This additional review is to make sure that all posts must receive the 
message telegraphically. Wherever possible, the message is sent by pouch to any 
of the posts not having an urgent need for the information. 

General.—The Division of Communication Services has the overall responsi- 
bility of seeing that the communications services are meeting the requirements 
of the Department and that proper authorities throughout the Department are 
acquainted with how and to what extent these services are being used. Typical 
activities in this connection are the following: 

(a) Maintenance of a daily after-the-fact review of incoming and outgoing 
telegrams through which examples of poor telegraph practice are called to the 
attention of departmental offices or Foreign Service posts. 

(b) Maintenance of detailed puncheard statistics on telegraph volumes and 
costs. Based on these statistics, a monthly report is prepared and sent to all 
originating areas of the Department showing the volume of telegrams sent by 
each major organizational unit. Any office having a volume which seems incon- 
sistent with the affairs currently being handled by the office is questioned. 

(c) Every effort is made to provide dependably fast pouch services. Full 
information concerning pouch schedules is made widely available to all drafting 
officers in the Department so that the pouch channels can be used instead of a 
telegram wherever time permits. 

Foreign Service posts.—The departmental controls and procedures mentioned 
above are applied in principle at Foreign Service posts. Only certain officers 
are authorized to approve telegrams, and at many posts the principal officer him- 
Self approves all outgoing telegrams. Post messages are diverted to pouch chan- 
nels wherever possible. Reciprocal arrangements exist whereby posts and the 
Department exchange advices on telegrams they have received and which are 
considered of dubious urgency. 
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DEPARTMENTAL AND FOREIGN SERVICE REGULATIONS GOVERNING THE USE OF 
TELEGRAMS 


DEPARTMENTAL MANUAL OF REGULATIONS AND PROCEDURES, VOLUME I 


Section 131.6 Telegrams 


Telegrams shall be used only when the need for information is so urgent that 
a cheaper and slower means of communication cannot be used. Telegraphic 
channels should not be used for the primary purpose of security, as equal if not 
greater security is provided by the courier service. Consideration shall always 
be given to airmail instructions as the alternative and cheaper means of com- 
munication. Multiple address circular telegrams can be sent to one or more of 
the addressees over telegraph channels and to the remainder by pouch or airmail. 


FOREIGN SERVICE MANUAL OF REGULATIONS, VOLUME I, PART 2 


Section 251 Use of telegrams 

Telegrams shall be sent only when an airmail dispatch, an OM, or a letter will 
not provide sufficiently prompt service to meet the needs of the Service. Night 
letters should be used for the plain language telegrams unless delivery immedi- 
ately upon receipt is required. 

Mr. Mountarn. On this same point, Mr. Estes, one element which 
I believe Mr. Carpenter’s progress report refers to as a mechanical 
procedure, which was included in the Heller proposals and which you 
did not follow, is an essential control mechanism in their view; is that 
correct? I am referring to the requirement that the date of arrival 
be specified by the originator of the message, the necessary date of 
arrival. 

Mr. Estes. That is correct. 

Mr. Mountain. You have not used that? 

Mr. Estes. We have not implemented that. 

May I expand on the reasons for that, Mr. Mountain ? 

Mr. Mounrarn. If you think it should be done. 

Mr. Estes. Only so that you will know that it was not rejected out 
of hand. It was felt at the time—and I personally feel—that a draft- 
ing officer who was preparing a telegram is certainly not going to put 
a date at the bottom of the message which would indicate that a tele- 
gram was not required at all. That is, if he put down a date 3 days 
from today, let us say, he would know very well we would pull that 
out and put it in the pouch in the first place. 

Mr. Mountarn. Is that not a form of control, which would force 
that man not to send the telegram ? 

Mr. Estes. It is a form of control, viewed that way. 

Mr. Harpy. I do not know whether it is a form of control or not. 
aan might just make more liars out of people. You might have some 
of that. 

Mr. Mountain. Did not Heller estimate that implementation of 
their recommendations would save the Department more than $255,000 
in fiscal year 1955 on telegrams and wires? 

Mr. Estes. They did, sir. 

Mr. Mountarn. I would like to refer you to Mr. Henderson’s mem- 
orandum of April 8, 1955, to the Assistant Secretaries and other prin- 
cipal officers of the Department. 

Mr. Estes. Yes, sir. 

Mr. Mountain. Are you familiar with that document? 

Mr. Estes. I am, sir. 

Mr. Mountarn. Will you read for us, please, the first sentence of it? 
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Mr. Estes (reading) : 


In March the telegraphic traffic rose to an alltime peak in movement of mes- 
sages and to the highest wordage totals since February 1953. 

Mr. Mountain. Thank you. I have no more questions, Mr. Chair- 
man. 

Mr. Harpy. That memorandum was dated in April? 

Mr. Estes. Yes, sir. 

Mr. Harpy. Mr. Carpenter’s progress report was back in January, 
and the Heller report was a year earlier, in May of 1954. It does not 
look like you made much progress. 

Mr. Esres. Mr. Chairman ¢ 

Mr. Harpy. Of course you cannot necessarily make a firm con- 
clusion. Go ahead, if you have something. 

Mr. Esres. I would like to point out that we asked Mr. Henderson 
to distribute this circular memorandum because we were going 
through a period as a result of international situations where the 
volume was beyond our staff capacity to handle or was getting to that 
point. Yet I would point out at the same time that our total volume 
through June of this year is still below the 25-percent reduction that 
was instituted following our base period of July to January 1953. 
We reduced 25 percent from that period. 

The volume has increased since then, but the total figures, for 
example—gross monthly average—in the base period, 3,288,695 words 
and code groups were involved, and for the January—April period, 
despite the increases, we were still at 3,160,677, still below our base 
period as a result of the various control measures, of which we call 
this one. 

Mr. Harpy. I will tell you: I do not know, but on the face of it it 
does not look too good to me. This problem is a problem most every- 
body has. Congress has it. It has not been very long since the 
Congress had to change its whole method of handling telegrams. 
I do not remember whether it was since you have been here, Mr. 
Meader. At one time we had unlimited telegraph allowances. That 
thing got completely out of hand by the Members of Congress, so 
we had to change the system. I suppose it would be just as hard to 
control in the State Department as it was among the Members of 
the House. 

Off the record. 

(Discussion off the record.) 

Mr. Harpy. Frankly, to find that in the month of March of 1955 
the telegraphic volume hit an all-time high is not too good. I do not 
recall that there was any unusual amount of international tension in 
March that we had not had over a considerable period of time. 
Frankly, I thought it had been tapering off a little bit here for a few 
months. 

Mr. Estes. Yes, sir. We experienced quite a series of things from 
about December or January. That high we speak of, sir, was from a 
base period, July to January, not an all-time high. We have had 
much higher prior to this date that I mentioned, the base period that 
IT mentioned. 

Mr. Harpy. Maybe I do not understand it, but I think it is rather 
clear that right much needs to be done in your area of operations. 

a) Estes. That certainly is true, sir, and we will continue to try 
to do it. 
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Mr. Harpy. Any questions? Thank you, Mr. Estes. 

Mr. Estes. Thank you, Mr. Chairman. 

Mr. Meaper. Mr. Hardy, I do not know whether this witness is the 
one to answer my question or not, but maybe I can ask my question 
and if he does not have the answer we can find someone else later on. 

Mr. Estes, do you have anything to do with the procedures for 
approving recommendations for action within the Department of 
State? What I have in mind is that before a decision is made on a 
matter I understand it is necessary to be initialed by various indi- 
viduals within the Department of State. In other words, do you 
have anything to do with the redtape and the procedures for arriving 
at decisions in the State Department ? 

Mr. Estes. If it is an operations action, yes, sir; it is in my area 

Mr. Meaper. An administrative action ? 

Mr. Esres. Not a substantive action in one of the geographical 
bureaus; no, sir. 

Mr. Meaper. What I have in mind is this—and perhaps the State 
Department is no worse than any other department of Government— 
I think sometimes we get ourselves all bound up in processing of 
proposals and arriving at a conclusion, and the time consumed and 
the man-hours necessary to go through this laborious procedure is 
one of the greatest expenses to the Government. And in the event 
that it is important that a decision be made promptly the delay may 
be even more costly than the dollars involved in terms of the advance- 
ment of our interests. 

Mr. Esres. Yes, sir. 

Mr. Meaper. Do you have any comment to make on the procedures? 
Is there too much peltepe,% or is that just a loose accusation that has 
been thrown around ? 

Mr. Estes. I would subscribe to the latter observation, Mr. Con- 
gressman. In the State Department I think our clearance procedures 
are at a minimum consistent with the safety of our interests in reaching 
a decision. 

I do have recollections of earlier procedures during the war which 
were rather cumbersome, and I think we have streamlined consider- 
ably over the past 12 or 14 years. As a field officer coming back to the 
Department on different occasions, that is my observation. 

Mr. Mraper. It would be helpful to me if you could give an ex- 
ample of how a matter is processed. Can you think of some typical 
operation ¢ 

Mr. Esters. May I use one in my own area, sir, with which I am 
most familiar? 

Mr. Meaper. Yes. 

Mr. Estes. We have a recent proposal from my area regarding the 
pe purchase of supplies from the United States by the adminis- 

ative officer in the field at the field post, instead of coming through 
the Department, if he cannot find an article overseas locally or ata 
third country at comparable prices. 

Mr. Meaper. For example, what kind of an item? 

Mr. Estes. Let us take a typewriter, for example. 

Mr. Mraper. All right. 

Mr. Estes. After exploring the legal aspects and the financial as- 
pects of the matter we determined that this could be done, that we 
could make such purchases from those companies which had General 
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Services Administration contracts. We wrote up a proposed circular 
to the field explaining the procedure, the necessary legal requirements 
for nondiscriminatory clauses, and so forth. We then submitted that, 
of course, to the central budget office and to the four regional bureaus 
for comment or concurrence. 

In that particular instance everybody, of course, was very much in 
favor of the proposal. It is another shortcut to better administration. 
But I would submit such a proposal to the regional bureaus, because 
they are working daily with the field offices, to make sure that we did 
not overlook something that affects their operations. That is an ex- 
ample of the clearance procedure. 

Mr. Harpy. Mr. Henderson, I was particularly glad you were able 
to be with us for a few minutes today. I did not interrupt our testi- 
mony with Mr. Estes, because we were about through that particular 
phase of it. 

The reason I am especially glad you could have a few minutes with 
us today is this: We are about to conclude this phase of these hear- 
ings. It may develop that there will have to be some further infor- 
mation gathered on this phase after we analyze what we have already 
put in the record, but I am hoping that sometime during the congres- 
sional recess, in the not too distant future, it imay be possible for us 
to hold some hearings on the other two phases, which will take a 
relatively small amount of time. One of those has to do with the 
Wriston Committee and the other with the White House task force. 

There were two or three things I wanted to comment on myself in 
connection with the testimony we have had here in the last few days, 
and I wondered whether you might have any specific comments you 
would like to make to the committee. 

[ want to express appreciation for 7 helpfulness of your personnel 
down there, and particularly to Mr. Carpenter for his ‘help in trying 
to assist the committee to get at the facts in the matter, and to be sure 
that we were not getting just half of the picture so that we could come 
up with some reasonable evaluation. 

The thing that I have been impressed with, and something which 
I have mentioned several times, is that it seems to me there are 
some potential difficulties, if they have not already occurred, in the 
effectuation of good administration down there, insofar as Mr. Car- 
penter’s jurisdiction ¢ goes. It seems to me that he might need a little 
bit more title. In other words, a Controller who would normally 
be expected to deal reasonably directly with the heads of the re- 
gional bureaus, enjoying less rank in an agency as rank conscious 
as the State Department, could find himself in considerable difficulty 
and be in the position of having to call on you so often for stuff 
he ought to be able to settle himself. I wonder whether you had any 
feeling about that. 


STATEMENT OF LOY W. HENDERSON, DEPUTY UNDER SECRETARY 
FOR ADMINISTRATION, DEPARTMENT OF STATE 


Mr. Henverson. Mr. Chairman, you probably know that when I 
came back here to take over my present position I succeeded an Under 
Secretary for Administration whose position had expired. 

Mr. Harpy. Yes, sir. 
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Mr. Henverson. Therefore I became a Deputy Under Secretary. 
Since there was no statutory position for Deputy Under Secretary, 
I had to become an Assistant Secretary with the title of Deputy Under 
Secretary. Mr. Carpenter voluntarily at that time gave up his posi- 
tion as Assistant Secretary in order to provide a slot for me, and he 
became Controller. 

This was a situation which I did not like, and no one in the De- 
partment liked it. We have done our best to remedy it. 

Yesterday both Houses passed a bill which will make it possible 
for Mr. Carpenter to be reappointed as Assistant Secretary. I am 
confident that this week 

Mr. Harpy. I must confess I was ignorant of that. 

Mr. Meaper. It passed the House yesterday. 

Mr. Henverson. I hope before the week is out, or at least early next 
week, the President will be able to appoint Mr. Carpenter as Assistant 
Secretar eas 

Mr. Harpy. I am delighted we are heading in that direction, be- 
cause frankly that worried me a little bit. 

Mr. Henpverson. Mr. Chairman, it worried me. I felt very bad 
about it. Iam very happy to report this to you. 

Mr. Harpy. I was concerned, for one thing, with the feeling that 
it was going to make it unavoidable that a great many administrative 
matters—generally trivia—would eventually fall in your lap, which 
otherwise ought not ever get there. 

Mr. Henperson. I would like to add this: Although Mr. Carpenter 
has been Controller and not Assistant Secretary during the last 6 
months, nevertheless he is held in such high respect by the various 
officers of the Department that as a rule he has been able to deal on a 
level with the other Assistant Secretaries without any great handicap. 

Mr. Harpy. I do not think it would have been any handicap in 
private business, but I think in the State Department it would be 
terrible. 

Mr. Henperson. Nevertheless it will be helpful to us, particularly 
since he will be able to sign documents under his new title of a char- 
acter which I have been compelled hitherto to sign. 

Mr. Harpy. There is one other thing that has come up in the course 
of the hearings here that has been of some concern to me. That has 
had to do with the recurring financial crises that seem to develop 
because of the manner in which funds are apportioned, with no re- 
serves for contingencies, and so forth. We had considerable discus- 
sion of that this morning. We had some of it yesterday. 

I observe that there have been some changes in the regulations which 
seem to present an improvement in that regard, but it seems to us that 
there still might be right much that needs to be done in that particular 
field. 

When we run across a situation where you have to use a subterfuge— 
using funds appropriated to foreign buildings for the payment of 
salaries—it gets right on the edge of manipulation. Apparently at 
least some congressional committees were a party to it. Without giv- 
ing sanction they did not disapprove. In any event, it was in the 
gray area of legality, to say the least. I hope we do not have too 
much of that. 
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I get a little disturbed when I find that funds that have been specifi- 
cally set up for salaries are used to purchase such things as air con- 
ditioners. That to me just is not good administration. 

Mr. Henvrrson. Mr. Chairman, I agree with you. I am disturbed, 
and I know Mr. Carpenter and the other officers of the Department 
are disturbed over what has been in the past our inability to keep the 
kind of a check on expenditures which would prevent these crises to 
which you refer from taking place. 

Ever since I have been in my present position, I know, Mr Carpenter 
and the other members of the Department have been a out 
various methods for maintaining a current control of our funds, so 
that they would be able within a short time to know exactly what our 
financial situation is. I believe they have made considerable progress.. 
I am hoping that we shall be able to prevent these crises from arising 
in the future. 

I can assure you it is embarrassing to me to be compelled to write 
memoranda, as I had to do last spring, to all the chiefs of mission in 
the field and also to the various bureaus of the Department informing 
them that we have overexpended and that for reasons.of economy we 
have to stop doing certain things which really in the interest of the 
Government we should not stop doing. 

With regard to the expenditure of funds for salaries for other pur- 
poses we have in the last few months set up a system whereby it is not 
possible any longer for the various bureaus to use funds appropriated 
for personnel for other purposes. Those funds, if unexpended are, in 
the future, to be turned in to the center where we can see they are 
used for the purposes intended. 

Mr. Harpy. We had some discussion about that. That certainly 
seems to be headed in the proper direction. 

However, in the course of that discussion it did appear that that 
would not present any real control unless the whole machinery of this 
central budget office, if that is what they call it, functions properly. 
That again gets down to the question of the administrative control used 
and where that is going to be exercised and how closely it is going to 
be exercised ; whether it is going to be decentralized entirely out to the: 
regional bureaus or whether the management control, administrative 
control, is going to be effectively performed by somebody. 

That, frankly, is the thing we were wondering about this morning, 
even in connection with the newer steps that have been taken, like this 
business of separating the American salary account out from travel 
funds. 

I sincerely hope that we are getting that thing in a position where 
it will be under close control, as to the expenditure of administrative 
funds. 

Mr. Henperson. Could I say that I am concerned about that, too, 
and I know that the various officers in the Department, including par- 
ticularly the area in which I am concerned—Mr. Carpenter, Mr. 
Wilber, Mr. Wilson and Mr. Estes—also are concerned. There are 
some differences as to what is the best method of exercising this control. 
We are trying to feel our way at the present time, probably too slowly,. 
but I hope that during the recess of Congress we shall be able to make 
more progress. 

Mr. Harpy. You will have more time, anyway. 
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Mr. Henperson. Frankly, since I have been back in the Department 
here, I have been very heavily pressed. I have not been able really to 
make certain decisions which I think should be made, because I have 
not had the time to make the studies which must be made before I can 
conscientiously make these decisions. I take a certain responsibility 
on myself for certain of these delays, but I am hoping that during 
the next few months we can make more rapid progress. 

Mr. Harpy. I hope you not only have a little more time to make 
decisions, but that you have a little more peace of mind after you get 
us out of your hair. 

Mr. Henperson. It is not only the time which I spend at Congress 
which has slowed up these decisions. I consider that such time as I 
spend in Congress as worthwhile. There are also other time-consum- 
ing tasks, suc ch as the problem of Wristonization. I inherited this 
problem when I came into office and it represents a process which we 
could not stop half way. We had to continue to go along with it. It 
has really been a time-devouring process. 

Mr. Harpy. That brings up something I thought about mentioning 
awhile ago, and then thought I would not. It seems that the Depart- 
ment is making a lot better progress in putting into effect the recom- 
mendations of the Wriston committee than it did the recommendations 
of the Heller group. In other words, it sort of seems to me, and I have 
had the feeling all along, that the Wriston committee was established 
in part, if not “entirely, for the purpose of circumventing some of the 
other studies that were already going on. They got the ‘ball and the xy 
made their ree ommendations—and I am not disagr eeing with the 
recommendations—they made some good ones and they are being put 
into effect. Apparently the Heller group made some good recom- 
mendations, too, but they stepped on some toes and they did not ha ypen 
to be sponsored, because Mr. Lowi ‘le was gone and they were right in 
the doghouse. Some of their recommendations, no matter whether 
they might be good, because they had a Heller tag on them, were put 
in the discard. 

Maybe that is not a proper conclusion, but I have had some of those 
misgivings develop here in the last day or two. 

Mr. Henverson. If that is true it is unknown to me. I came into 
the Department after the Wriston report had been made and was being 
carried out. I have seen nothing, Mr. Chairman, which would cause 
me to think that the Wriston report or the work of the Wriston Com- 
mittee was in any way antagonistic to that of the Heller Associates. 
These two groups dealt with somewhat different problems. The Wris- 
ton report dealt primarily with personnel problems. 

Mr. Harpy. J do not think it was antagonistic to any of them, but 
I think there was some evidence that the Wriston Committee was called 
in to keep the other group from really getting their teeth into things. 

Mr. Henperson. I must say also that the Wriston report also 
stepped on a great many toes. It was not only the Heller findings 
which did that. 

I want to assure you that on my part—and I know on the part of 
Mr. Carpenter and others—there is no prejudice —— the Heller 
report or against the Heller group as such. As far as I am concerned 
I shall conscientiously try to see that there are c: aries out those por- 
tions of the Heller report which seem to us practical at this time. 
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There may be some suggestions made by the Heller Associates which 
























ment 
ly to are practical, real suggestions, and helpful, but which will require 
have F time for putting into effect. However, we are not dismissing them 
[ can ql lightly, I can assure you. 
ility H Mr. Harpy. Of course there may be some Heller recommendations 
ring 5 that would be bad to put into effect; I do not know. Certainly this 
; committee is not carrying a torch for any single recommendation or 
nake any group, but we did want to get all ‘of these things out on the 
1 get table and take a look at them and do what we could toward pro- 
moting improvements, in whatever area might lend itself to improve- 
xress ments. 
as I The committee is very grateful to you for being here. I wonder 
sum- if Mr. Carpenter has any remarks he wants to throw in before we wind 
this up here. 
Tt FURTHER STATEMENT OF I. W. CARPENTER, JR., CONTROLLER, 
DEPARTMENT OF STATE 
aa Mr. Carpenter. Ye3, sir. I want to tell the committee that its 
"an. 4 work with the Department in connection with the Heller report has 
‘ons been very helpful and constructive. I can say that the committee staff 
Lave i in calling attention to the various subjects in the report has brought 
shed to our attention items which might have escaped our attention in the 
the ; rush of busy days. 
they 3 I look upon this whole committee investigati m, if you can call it 
the (a that, as very instructive and helpful to me in my own assignment. =. 
put appreciate the committee’s spirit of cooperation in doing something 
om- for the good of the Government. 
pen Mr. Harpy. That is the way we want to keep it. 
Zien Mr. Henperson. May I add to that, Mr. Chairman, that partly as 
ther | a result of the prodding of this committee I have gradually been turn- 
put ing my attention to certain problems of a ¢ haracter which I find to be 
extremely important. I am really grateful for the work of the com- 
ose mittee and particularly for the inv estigators who, in my opinion, have 
stimulated an interest in better administration in the Department. 
nto j Mr. Harpy. We certainly appreciate those comments. Again let 
koe me express our appreciation to all of you who have participated, in 
ie these hearings. 
pen . The committee will stand adjourned now subject to further call of 
aon ! the Chair. a 
robes i (Thereupon, at 3:22 p. m,. Tuesday, August 2, 1955, an adjourn- 
4 ment was taken to meet at the call of the chairman. ) 
but 
lled 
ngs. ¢ 
ulso j 
ngs ; 
: 







ii alse tenner ot 





APPENDIX 


EXHIBIT A 


ROBERT HELLER & ASSOCIATBS MANAGEMENT SURVEY REPORT 
OF THE DEPARTMENT OF STATE, MAY 15, 1954 


Rosert HELLER & ASSOCIATES, INC., 
Cleveland 14, Ohio, May 15, 1954. 
DEPARTMENT OF STATE, 
New State Building, Washington 25, D. C. 


DEAR Sirs: We are pleased to submit herewith our final report on the Depart- 
ment of State, in accordance with the terms of the management survey contract 
dated August 19, 1953, and the supplemental agreement dated November 30, 1953. 
The final report covers the entire period of the assignment which was under the 
general supervision of F. L. Elmendorf, senior vice president. 

All working papers and other material owned by the Government and utilized 
in our work have been returned to the Department. Submission of 15 copies of 
the accompanying report fulfills our obligation under the contract. 

We wish to express our appreciation for the efforts of personnel of the Depart- 
ment who were assigned from time to time to assist us on various projects. 

Very truly yours, 
HAMILTON W. WRIGHT. 
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INTRODUCTION 


Work for the Department of State was started by Robert Heller & Associates, 
Inc., on July 18, 1953, under the auspices of the Under Secretary of State for 
Administration. The purpose of the assignment, as set forth in the management 
survey contract of August 19, 1953, was in the interest of furthering economical 
and efficient management. R. H. & A. was first retained until November 30, 1953. 
Later the arrangement was extended until May 31, 1954. 

Services to be rendered the Department in the initial contract, as well as those 
called for by the supplemental agreement of November 30, 1953, included: 

1. Assisting in the completion of departmental plans necessary to meet cur- 
rently revised budget levels. 

2. Assisting officials of the Department to review and develop policies and 
methods to improve and control administrative practices and to reduce the 
volume of paperwork in the Department. 

3. Assisting officials of the Department in curtailing programs with a view to 
lessening the workload. 

4. Participating with officials in the Department in developing policies and pro- 
cedures to simplify day-to-day working relationships with other departments and 
agencies with particular attention to programs conducted by the Department on 
behalf of such agencies. 

5. Assisting in the development of simplified organization structure, including 
provisions for keeping management better informed as to administrative prac- 
tices at all levels, and including improvement in organizational procedure with 
respect to consular activities. 

6. Assisting officials of the Department to study and assess the Department’s 
program of participation in international organizations as a tool of foreign policy. 

7. Assisting the Department in improving the basis for determining fees charged 
for servces, including reimbursable services. 

8. Assisting the Department in improving budgetary organization and budget- 
ary controls and processes. 

%. Assisting the Department in improving personnel administration in selected 
areas. 

10. Directing work, within the fields referred to in 1 through 9, to such particu- 
lar matters as may from time to time be designated by the Under Secretary for 
Administration. 

In accordance with directions received from the Under Secretary for Admin- 
istration, the work thus undertaken was to emphasize stimulation of action 
rather than report writing. During the course of the assignment, progress was 
to be accounted for by frequent oral reports supplemented by periodie written 
digests of accomplishment. This procedure was diligently followed. Moreover, 
consistent with the terms of the contract, R. H. & A. acted in an advisory and 
consultative capacity only, did not exercise any authority, nor did it assume 
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responsibility for the adoption or carrying out of recommendations or changes. 

As stipulated by the contract, this report has been prepared to provide a sum- 
mary of work undertaken, recommendations approved and installed by the 
Department, and proposals to meet long-range objectives. Background material, 
in support of recommendations and proposals, has been supplied to the Depart- 
ment to guide and facilitate installation work. Because of its voluminous 
nature, such material is not contained in the report. 

It should be noted that the Under Secretary for Administration resigned early 
in March 1954. After his departure, interest tended to diminish in the activities 
which had been sponsored by him and assigned to R. H. & A. Consequently, 
R. H. & A. suggested to the Secretary of State, in a letter of March 23, 1954, that 

jleted F he exercise his prerogative to terminate the contract prior to May 31. Accord- 
ingly, it was mutually agreed to conclude the work in an orderly manner and 
to end the assignment by May 15. 

During the 10-month period, July 13, 1953, to May 15, 1954, numerous proposals 
affing 5 were made to bring about economies and to strengthen administrative affairs. 
One measure of accomplishment may be perceived in savings which were recom- 
mended, and substantially obtained, as shown by category in exhibit 1. These 
ealled for economies of over $480,000 for fiscal year 1954. For the full fiscal 
year 1955 it is estimated that adoption of all recommendations could produce 
economies of approximately $1,320,000, based on the fiscal year 1954 budget. To 
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mn. A oT ; 
preserve dollars saved, a special administrative account was established under 
the jurisdiction of the Office of Budget and Reports. Savings so far realized 
have, therefore, been clearly identified and placed in a reserve fund. 
All projects which were approved by the Under Secretary for Administration 
‘iates, : and assigned to R. H. & A. are covered in the following pages. As will be ob- 
fe for e served, the services rendered the Department embraced virtually all of the 
»>ment 5 activities proposed in the contract. On the other hand, it should be pointed out 
mical & that, because of time limitation, many opportunities to promote economy and 
1953. efficiency were not included among the projects and, therefore, effort can still 
be productively expended in this direction. 
those 
OFFICE OF OPERATING FACILITIES 
t cur- : tho - ’ 
In order to assist the Department to meet its fiscal year 1954 budget levels, 
_— which were considerably lower than those for fiscal year 1953, attention was 
“+ first given to areas in which it was indicated that immediate economies could 
e the he effected. Among such areas were the Division of Central Services and the 
wel Division of Communications and Records, Office of Operating Facilities. This 
ew to Office reported to the Assistant Secretary for Administration as shown in ex- 
’ hibit 2. In fiscal year 1954, the allotment for these 2 divisions was approxi- 
d pro- mately $4,772,000. 
ts and DIVISION OF CENTRAL SERVICES 
ant on 
A total of six projects was undertaken in the Division of Central Services. <A 
luding summary of the analyses and recommendations presented to the Under Secretary 
prac- ‘ for Administration and to his immediate subordinate, the Assistant Secretary 
» with Pe for Administration, is set forth in the following paragraphs. 
ment’s fa Inventory reduction, New York, N. Y., and Washington, D. C. 
policy. 4 Tt was determined that the value of inventory of general office supplies at the 
arged Department's New York warehouse amounted to $269,851 and that a comparable 
inventory in the Washington warehouse aggregated $126,390. Inventory at both 
udget- FY warehouses represented approximately 90 days’ supply, although the items in 
4 stock could be easily obtained on a 30-day delivery schedule. 
‘lected 4 A recommendation was made on September 3 that the Office of Operating Fa- 
Pg cilities reduce current inventories at both warehouses to 45-day levels. The 
articu- ’ ; recommendation was approved on the same day, and implementing instructions 
rv for were issued on September 11 by the Assistant Secretary for Administration to the 
r Director, Office of Operating Facilities. 
\dmin- Procedure for curtailing inventory was completed on January 27, and the 


allotment for the Office of Operating Facilities was reduced by $140,017. This 
amount was placed in administrative reserve, as shown by exhibit 1. At the 
beginning of fiscal year 1955, only about $10,000 in excess inventory should 
remain to be eliminated. The fiscal year 1955 allotment should recognize this 
potential saving. 
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Transfer of warehouse operations to General Services Administration 


During work on inventory reduction, it became clear that the Department’s 
warehouse activities in New York and Washington were more extensive than 
needed, and duplicated, in part, services available from the General Services 
Administration. Excessive and expensive departmental operations in this field 
were due not only to unnecessarily high inventory levels but also to a failure 
to restrict warehousing operations to current conditions and requirements. 

In the interest of effecting economy, a recommendation was made on January 
20 which proposed transfer of the bulk of the Department’s warehouse opera- 
tions to the General Services Administration. It was determined that this 
agency could probably handle shipments of general office supplies to both for- 
eign posts and to the Department with considerable saving. A directive to this 
effect, dated January 22, was transmitted to the Office of Operating Facilities 
by the Assistant Secretary for Administration. 

It was recommended that $20,000 of fiscal year 1954 funds, presumed obtain- 
able on completion of transfer, be placed in administrative reserve. Economies 
for fiscal year 1955 were estimated at $206,400. On May 1, transfer of ware- 
house operations was still under consideration and no savings had been realized 
from this source. 

Projects related to but independent of transferring warehouse operations were 
also undertaken to demonstrate to the Office of Operating Facilities some of the 
opportunities prevailing to reduce warehousing expense. These projects and 
dates of implementing directives are listed below. 


Project Directives 
Dineot Galiveries GF. DUE DRDO sinc nnn dcicnmnnie cian mmineianie Sept. 29, 1953 
Curtailment in use of colored paper___...-.-----_-----------_. Sept. 30, 1953 
Resaetian ..40 CRUE: INGORE sine dc ein nctinndnestianadnn Dec. 23, 1953 


The project to bring about direct deliveries of bulk paper from the General 
Printing Office to the Department, thus bypassing the warehouse, and the 
project to curtail the use of colored paper by the Department were examples 
of ways and means to decrease activities. Economies of $2,000 for the first 
project, now completed, are forecast for fiscal year 1955, and some savings can 
result from diminished use of colored paper. 

The project to reduce Department envelope inventories resulted in elimina- 
tion of 683 percent of the types of envelopes employed, and economies of $4,000 
are estimated for fiscal year 1955. 


Overseas procurement 


During fiscal year 1953, the Department expended $1,395,054 for purchasing, 
crating, and shipping general office supplies from the United States to foreign 
posts. Administrative and shipping expense related to this activity amounted 
to approximately 41 percent of the cost of goods shipped abroad. 

Examination of requisitions received from foreign posts located in areas of 
recognized commercial and industrial character brought to light that many 
of the supplies secured from the United States could be obtained overseas at 
reasonably equivalent prices. Aithough permitted to do so with respect to 
certain selected items, foreign posts rarely made local purchases. A program 
designed to stimulate local purchasing was developed in order to curtail admin- 
istrative and shipping expense. Moreover, the program envisaged faster delivery 
service to foreign posts and a reduction in overseas inventories. 

A recommendation was made on September 3 suggesting adoption of the pro- 
posed program in 16 selected countries. On September 21, management approved 
the recommendation and transmitted a directive to this effect to the Office of 
Operating Facilities. 

Action in carrying out the program was delayed by the Office of Operating 
Facilities. A memorandum, therefore, was presented to management on Decem- 
ber 28 pointing out that adoption of the recommendation was lagging. At this 
time it was also proposed that a sum of $45,600 of fiscal year 1954 funds be 
placed in administrative reserve, an amount which was estimated could be saved 
by the Department if the program was fully in effect by April 15. The value 
of economies achievable in fiscal year 1955 was estimated at $138,200. 

On May 1, no perceptible results had been obtained. The Department, how- 
ever, should continue its efforts in this direction in order to simplify the pro- 
curement process and make noteworthy savings. 
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Forms review and control 


In 1953, the Department was using about 1,170 forms in support of various 
administrative procedures. The Department has had a forms review program for 
some time but it had given major attention to design of forms rather than elimi- 
nation of forms as a means of reducing workload and effecting economies. 

Through an analysis it was determined that use of numerous forms could be 
abolished. An initial target to eliminate 100 forms, accounting for preparation 
of about 753,000 copies per annum, was established. It was estimated that 
attainment of this objective would result in savings of $2,350 in paper and 
reproduction costs and $113,000 in preparation, transmission, and filing expense. 

A recommendation was made on September 3 to add two persons to the 
Department’s forms control staff in order to assist in forms elimination. On 
October 26, two persons were assigned to this work. By January 11, the number 
of forms had been reduced by 21. 

Significant savings from the program cannot be realized until fiscal year 1955 
because of the long-range nature of the project. Moreover, the objective will 
never be attained without active and constant effort. Management should, 
therefore, periodically review the progress of the forms control staff. 

Elimination of other forms, beyond the 100 which were set as the original 
goal, is entirely possible. At the time the analysis was made, it appeared likely 
that at least 200 could be abolished. Such action would produce a substantial 
additional economy for the Department. 


United States Dispatch Agency—Service for other agencies 


The United States Dispatch Agency, Office of Operating Facilities, has long 
provided a freight forwarding service in New York City for handling overseas 
shipments for other Government agencies. During fiscal year 1953, 16,939 ship- 
ments were made for these agencies. Three agencies, accounting for 9,079 ship- 
ments, reimbursed the Department for the service. There were 28 agencies, 
however, requiring 4,433 shipments, which did not make such a payment. The 
Department of the Navy required 3,427 shipments but had an offsetting reciprocal 
arrangement with the Department which made reimbursement inappropriate. 

On September 3, a recommendation was made proposing that the United States 
Dispatch Agency obtain a flat rate charge of $10 per shipment from the 28 
agencies. The $10 charge was suggested to cover, in part, the Department’s 
handling expense and to generate a better control of expenditures. 

On October 8, management directed the Office of Operating Facilities to nego- 
tiate reimbursement from the 28 agencies. Action in carrying out the recom- 
mendation was held in abeyance and, therefore, two additional directives to the 
Office of Operating Facilities were issued, one on January 20 and another on 
February 16. 

In a memorandum sent by the Assistant Secretary for Administration to the 
Office of Budget and Reports on February 16, a request was made, in anticipa- 
tion of successful negotiations, to transfer $26,000 of fiscal year 1954 funds, ad- 
justed March 30 to $23,400, to administrative reserve. 

As of May 1, the program had not been put into effect. Reimbursement due 
for services to be rendered in fiscal year 1955 is estimated at $15,000. 


United States Dispatch Agency—Personal shipments 


In addition to providing overseas freight forwarding service for other agencies, 
the United States Dispatch Agency in fiscal year 1953 made approximately 7,000 
shipments of personal packages to Department personnel resident at foreign 
posts. No reimbursement was received for this handling expense. Apparently 
no statutory authority exists for granting such accommodations. 

A recommendation was made on September 3 that the United States Dispatch 
Agency collect an equitable fee for each personal shipment made. Such income 
was to be used to help defray the Department’s expenses of operating the Agency. 
The recommendation was approved by management but was not immediatey im- 
plemented for fear that it might have an unfavorable effect on the morale of 
Foreign Service personnel. 

On December 17, a directive was sent by the Assistant Secretary for Adminis- 
tration to the Office of Operating Facilities which called for establishment of a 
fee and the determination of a ways and means to collect payments. At that 
time it was recommended that the Agency charge an average fee of about $7.50 
per shipment. Based on such a fee and approximately 7,000 shipments per 
year, income of $52,500 was estimated as possible in fiscal year 1955. 
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The Office of Operating Facilities replied on January 20 to the directive 
expressing again an opinion that the proposed action would impair morale of 
personnel at foreign posts. Considerable question exists as to the validity of this 
objection. 

Despite possibilities of offsetting the Department’s expense, no action had 
been taken as of May 1, and the recommendation appeared to have been rejected. 


DIVISION OF COMMUNICATIONS AND RECORDS 


It has been estimated that the cost of providing communications services for 
the Department and foreign posts during fiscal year 1954 will be about $4,212,000. 
While communications operations seem generally to be efficient, indications are 
that emphasis has been placed on giving maximum services permitted by allot- 
ment levels rather than endeavoring to limit communications to essential needs 
and thus reducing expenditures. 

It is, of course, recognized that adequate communications are vital to the 
conduct of foreign affairs. An analysis of operations, however, reveals that 
facilities could be more economically employed. It was determined that de- 
velopment of rules and regulations better to control utilization of facilities could 
substantially decrease costs without impairing service. 

A series of projects in this area were undertaken with a view to improving 
administration and reducing expense. <A description of these projects follows. 


Air pouch—Weight limitation 

sased on projected activity for fiscal year 1954, the transportation cost of 
air-pouch services will require an outlay of about $640,000 during that year. 
Average cost per pound was estimated by the Department at $1.67. About 57 
percent of incoming air-pouch volume by weight and 55 percent of outgoing 
tonnage consisted of individual shipments weighing over 2 pounds. Such ship- 
ments were largely composed of periodicals, publications, office supplies, books, 
and other similar bulky items for which urgent delivery was not warranted. 
Furthermore, the Department's schedule of pouch dispatches clearly shows 
that transit times for the less expensive surface pouch provide reasonably rapid 
deliveries throughout the world for this type of material. 

It was determined that restriction of air-pouch shipments to diplomatic 
correspondence and documents would result in substantial economies if some 
latitude was permitted to accommodate overweight, urgent shipments which 
are required from time to time. A recommendation was made on November 9 
which provided that use of air pouches be limited to urgent diplomatic corre- 
spondence and documents weighing less than 2 pounds. Items weighing over 
2 pounds would thereby be transported in surface pouches except where the 
air pouch was requested by the sender and the item certified as urgent by 
the office originating the shipment. 

Management approved the recommendation and it became effective Decem- 
ber 1. Economies for fiscal year 1954 were calculated at $138,862, and this 
amount was placed in administrative reserve. The value of these economies 
for fiscal year 1955 was forecast at about $346,486. 

Courier pouch—weight limitation 

An analysis similar to that employed for the air pouch showed that a large 
number of individual shipments in courier pouches also weighed over 2 pounds 
and that about 40 percent of such shipments did not warrant the fast and 
reliable service afforded by eouriers using commercial airlines and other forms 
of public transportation. The conclusion was reached that such items could 
be safely transported by the nonscheduled Armed Forces courier service or 
by the Military Air Transport Service. These services, while not operating on 
fixed schedules, are reliable and the use of a Department courier is not neces- 
sary. Transportation expense for couriers and pouch expenses could thereby 
be eliminated. Another service which could have been used was the Army 
post office where the cost per pound for unaccompanied courier pouch shipments 
was 80 cents as compared with $1.67 per pound for pouches in accompanied 
service. Use of the Army post office would also avoid transportation expense 
for couriers. 

On November 19, a recommendation was made that effective December 1, 
courier pouch material weighing over 2 pounds be routed by the suggested 
alternate means unless the sender officially indicated a need for accompanied 
service. 








etive 
le of 
f this 


had 
cted. 


s for 
2,000. 
3 are 
allot- 
1eeds 


» the 

that 
t de- 
-ould 


ving 
Ss. 


st of 
year. 
it 57 
roing 
ship- 
00ks, 
nted. 
hows 
‘apid 


natic 
some 
Thich 
er 9 
orre- 
over 
. the 
t by 


cem- 
this 
mies 


arge 
unds 
and 
orms 
ould 
e or 
g on 
PCeS- 
reby 
rmy 
ents 
nied 
ense 


yi, 
sted 
nied 





















Sead facts bana 





















Rina then a ada Riana a So ke NTN Moat 





i PA EP ISA OI eR 





ee 







SET En 









eRe te, Aer 






Piceh 





Bad 





369 


ADMINISTRATION OF OVERSEAS PERSONNEL 





Management approved the recommendation and issued instructions to the 
Division of Communications and Records to undertake the prescribed imple- 
mentation. As a result, savings estimated at $12,600 for fiscal year 1954 were 
placed in administrative reserve. The value of these savings in fiscal year 1955 
should be on the order of $25,200. 


Courier pouch—reduction of routes 

An overall analysis of the courier-pouch service indicated that total expendi- 
tures for fiscal year 1954 would be close to $1,106,000. Examination of costs 
suggested that insufficient consideration had been given to the number of courier 
routes in relation to actual needs. Furthermore, it became apparent that the 
Division of Communications and Records was inclined to accommodate requests 
of regional bureaus for courier trips without first determining their actual need. 

It was pointed out to management that a decrease in the number of scheduled 
routes probably could be effected while maintaining courier service at satis- 
factory levels. After consultation with regional bureaus, 14 existing courier 
routes were marked for elimination. 

On December 4, a recommendation was made for abolishing the 14 unneces- 
sary routes. This recommendation was approved, and by February 18 all of 
these routes had been withdrawn. At that time it was suggested that the 
Division of Communications and Records reassert its authority to control courier 
schedules in the interest of economy. 

Abolishment of the 14 courier routes was estimated to reduce expenditures 
by $64.635 in fiscal year 1954. This sum was placed in administrative reserve. 
Value of these savings for fiscal year 1955 was calculated at $173,480. 

Courier pouch—reduction of couriers 

Further efforts to obtain economies in courier-pouch operations brought to 
light that in Mexico and a few other countries, employees who traveled from 
the embassy to consulates in the same country were utilized in place of profes- 
sional couriers. It was determined that extension of this practice to countries 
where similar conditions existed would permit a minor reduction in the number 
of professional couriers without impairing service between embassies and 
consulates. 

A list of countries where Foreign Service personnel could be substituted for 
professional couriers was prepared. A recommendation was made on December 4 
that professional courier service be discontinued as stipulated by the list. 

The recommendation was approved by Management and implementation was 
effected as of April 30. As a result, $9,421 of fiscal year 1954 funds was placed 
in administrative reserve, with an estimated value of $29,815 for fiseal year 1955. 
Telegraph—volume control 

The cost of providing telegraph service to the Department for fiscal year 1954 
is forecast at about $2,280,500. This overall estimated cost includes commercial 
per word costs, leased circuit costs, and Department and foreign post telegraph 
personnel costs. 

A study of outgoing and incoming telegrams indicated that about 30 to 35 per- 
cent were nonurgent in character and could have been satisfactorily transmitted 
by air or courier pouch. Air and courier pouch transit times, as shown in the 
schedule of pouch dispatches, provide 1 to 4 days’ delivery service to major posts 
in Western Europe. Other major posts throughout the world can be reached 
through these pouch services in 4 to 7 days. 

By way of comparison, the estimated average cost per pound of messages sent 
in the air pouch is $1.67; the cost per pound of messages sent in the courier 
pouch, including total expense of the courier, is on the order of $3.50; and 
the cost per pound of messages sent by telegraph at the average commercial rate 
of 13 cents per word averages about $2,000. 

The rough per pound comparison led to a conclusion that an effort should be 
made to transmit nonurgent messages by the less expensive air and courier pouch 
services rather than by telegraph. On October 13, management approved a proj- 
ect for developing official regulations limiting the type of messages qualifying for 
telegraph service and establishing supervisory methods to control adherence 
to such regulations. 

After considerable delay in obtaining agreement of the Division of Communica- 
tions and Records as to an appropriate regulation and economies to be achieved, 
on February 18 a directive with informative circulars outlining telegraph control 
procedures for the Department and foreign posts was prepared and presented 
to management. At that time it was also proposed that $33,062 be placed in 
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administrative reserve for fiscal year 1954, based on an assumption that action 
on this project would be complete by April 1. Savings to be achieved in fiscal 
year 1955 were calculated at $255,748. 

On April 2, following a series of discussions, the recommendation for tighten- 
ing control of telegraph services was disapproved. The Department will con- 
tinue to rely on the judgment and voluntary efforts of Department and foreign 
post personnel to control volume. The need for ready access to fast and reliable 
telegraph communications is recognized, but realism dictates that this service, 
too, should be regulated to operate at the lowest possible cost. 


Records management 

Early in September, at the request of management, attention was given to the 
development of methods to improve control of the Department’s records opera- 
tions. Three projects, outlined in the following paragraphs, were established to 
carry out this assignment. 

Control of current records.—In collaboration with personnel of the records- 
management staff and the Records Branch, Division of Communications and 
Records, a survey was undertaken with respect to current records. 

It was found that procedures and instructions to guide bureaus and offices 
of the Department in the maintenance and control of records were lacking. In 
addition, it was determined that various bureaus and offices had organized their 
own filing systems of various types and degrees of usability, that original docu- 
ments of permanent value were interfiled with current working papers and 
correspondence, and that no plan existed for retirement of records in a systematic 
manner. 

To correct the conditions outlined, after development of a basic plan of action, 
a recommendation was made on December 30 to place full responsibility and 
authority in the records management staff for developing policies to maintain, 
control, and retire records. It was also recommended that the staff be given 
authority to require bureaus and offices to adhere to approved records manage- 
ment systems. 

On April 5, the records management staff received approval of the underlying 
procedures which it proposed to install throughout the Department, and began 
its initial work in the Bureau of European Affairs. 

Control of incoming mail.—Analysis of mail received by the Records Branch, 
Division of Communications and Records, showed that about 50 percent of the 
2 million pieces of mail received annually were distributed throughout the De- 
partment without being opened. Unopened mail is generally that addressed to 
persons in the Department or to individual units. Mail addressed only to 
“Department of State” is customarily opened before distribution. 

An examination of a generous sample of unopened mail indicated that during 
a year as many as 40,000 original and important documents could escape per- 
manent recording in the Records Branch. This practice has been, in part, 
responsible for the difficulty and delay in locating documents when later needed 
by Department personnel. 

To prevent continuation of the practice outlined, it was recommended on 
January 20 that the Records Branch, Division of Communications and Records, 
be instructed to open all first-class mail except that marked “Personal,” “Per- 
sonal and Confidential,’ or “Official—Informal.” 

On April 23, management stated that the recommendation was contrary to 
the best interests of the Department and disapproved the proposal. 

Control of retired records.—Various records no longer needed by the Depart- 
ment or by foreign posts are shipped to the Records Service Center, Division of 
Communications and Records, for processing and eventual transfer to the Na- 
tional Archives and Records Service, Washington, D. C. As of August 28, it 
was reported that 13,000 cases of retired documents and correspondence had 
accumulated at the Records Service Center and required processing before final 
disposition could be made. 

Because of a belief that some important documents which could not be located 
in the Department might be found in the unprocessed material at the Records 
Service Center, a recommendation was made on December 30 to authorize the 
use of 4 specially selected persons for 6 months to search for these documents 
while expediting the processing. 

This recommendation was approved and the personnel requested started work 
on January 4. The cost of $12,700 for personnel will be defrayed from funds in 
the administrative reserve. As of May 1, it was reported that the work had 
progressed according to schedule. 
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SUMMARY 


In summary, and as illustrated by exhibit 1, the work of R. H. & A. in connec- 
tion with the Office of Operating Facilities resulted in recommendations which, 
if adopted in full, could have yielded economies in fiscal year 1954 of over 
$480,000. As of May 1, only $365,535 had been placed in administrative reserve. 
Moreover, all of these savings did not come from the $4,772,000 noted earlier as 
the allotment to the two divisions of the Office given consideration. About 
$87,000 of the $365,535 was recovered through withdrawals from allotments of 
regional bureaus, made possible because of new policies instituted by the Office 
of Operating Facilities. 

The dollars saved in fiscal year 1954 are less significant, by far, than the 
knowledge gained regarding the lack of control exerted over the Department’s 
available funds. Lack of control is to be seen in the projects just described 
and can be generally illustrated by the facts that the administrative manage- 
ment of the Department does not have suitable data to measure costs, does not 
have adequate rules for achieving economy and efficiency, does not insist on 
compliance to such rules as do exist, and is slow to take steps to overcome 
wasteful practices. 

As a first step in the Department’s future program to control expenditures, the 
recommendations on which no action had been taken by May 1 should be recon- 
sidered with a view to adoption. This would, at least, assure new gains in 
economy for fiscal year 1955. In addition, consideration should be given to 
yet untapped sources of economy and opportunities to promote efficiency, includ- 
ing a strengthening of administrative policies and a reorganization of the 
administrative side of the Department, as outlined later in this report. 


SPECIAL ASSIGNMENTS 


Requests were made from time to time that R. H. & A. give attention to 
special projects through which improvement in administration was believed 
possible. Four such assignments were undertaken and are accounted for in 
this section of the report. 


CONSOLIDATION OF LIBRARY FACILITIES 


An analysis of the library of the Department of State was made to determine 
the practicability of consolidating its scattered facilities in a single central 
location and thus to improve the maintenance and utilization of this valuable 
asset. 

On January 5, a detailed report was presented which showed the locations 
and space oceupied by the library, an inventory and evaluation of its contents, 
the current utilization factor, and the organization and annual expense, along 
with recommendations for consolidation. 

It was found that the library, established in 1789, contained 355,263 books, 
1,112,009 documents, and 8,000 periodicals currently valued at approximately 
$8 million. The libraray was situated in 3 major and 14 minor locations in 
Washington, D. C., but despite the dispersion of facilities, utilization was high 
and it was regarded as contributing much to information needed by the Depart- 
ment. It was also determined that consolidation of library facilities was desir- 
able and practicable, and that the space required of about 14,000 square feet 
could be made available in the new State building. 

It was recommended that the Department expedite a program currently under 
way to dispose of duplicate documents and obsolete books in order more effec- 
tively to utilize the space which was to be made available in the new State 
building. It was likewise proposed to defray moving costs, estimated at about 
$30,000, from funds in the administrative reserve, and when the move had been 
completed, to transfer the library from under the jurisdiction of the Special 
Assistant, Intelligence to the Assistant Secretary for Administration. 

The recommendations were approved on February 4, and at that time the 
initial steps were taken to carry out the proposed consolidation. It is antici- 
pated that the move will be completed during the first quarter of fiscal year 1955. 
Although presently incalculable, modest savings should accrue from this change. 


TABULATING MACHINE INSTALLATIONS 


On September 15, work was begun to see if economies were possible from 
combining the tabulating machine installation located in the Office of Personnel 
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with the one in the Office of Finance or with another situated in the Office of 
Operating Facilities. 

It was found that the tabulating machine installation in the Office of Finance 
would be discontinued shortly after January 1. Indications were, however, that 
advantages could be gained from combining the installation in the Office of 
Personnel with that of the Office of Operating Facilities when the Office of 
Personnel, as planned, was moved to another location. This relocation was 
scheduled for shortly after the first of the year. 

It was determined that the combination of the 2 installations would allow 
greater utilization of equipment and permit the discontinuance of 1 account- 
ing machine and one key-punch machine, thus affecting a reduction in machine 
rental. Therefore, a recommendation was made along these lines on October 26, 
and was subsequently approved. 

Keonomies resulting from the reduction in machine rental were estimated at 
$1,575 for fiscal year 1954, based on completion of the combination by April 1. 
It was calculated that savings for fiscal year 1955 would be on the order of 
$6,300. As of May 1, the Office of Personnel had not been moved and any 
savings for fiscal year 1954 appeared doubtful. At present, the move is scheduled 
for early June. 


CORRESPONDENCE REVIEW STAFF—EXECUTIVE SECRETARIAT 


The Director, Executive Secretariat, requested of management an evaluation 
of the functions performed by its correspondence review staff to measure its 
usefulness. This project, started late, was not completed until May 5. 

The correspondence review staff has existed, in one form or another, since 
1917. In the early years and while the Department was a comparatively small 
agency, its basic function was to review correspondence, including telegrams, 
in behalf of the Secretary in order to make certain that they conformed with 
established substantive policy. The staff’s present function is to review corre- 
spondence originating within the Department below the level of the Secretary 
and Under Secretary. This is done not only to insure conformance with sub- 
stantive policies but also with related administrative directives. Moreover, 
attention is now given to authorized style, diplomatic usage, and acceptable 
grammatical composition. 

The staff prepares the Correspondence Handbook used as a guide for diplo- 
matic correspondence, advises the Department and foreign posts with respect 
to problems in this field, and assists the Foreign Service Institute to conduct 
correspondence training courses. It also notifies the Department of changes 
in address of principal officers temporarily absent from the Department, and 
approves the form, dimensions, and inscriptions of official stationery. On April 
21, the staff was composed of 14 persons and the annual salary expense was 
about $82,000. An analysis of its principal work during the first half of fiscal 
year 1953, the last period in which usable statistics were compiled, showed that 
from 48 to 64 pieces of correspondence were reviewed per person per day. 
During November 1953, the month in which the greatest amount of correspond- 
ence (15,762 pieces) was reviewed, the following types of actions were taken: 


Percent 

Coordination to assure policy conformance_____....._._____-______-__._..._ 2.0 
CEE AE Far 1 Ue RN lease rch gst Sick apg an ig ah i tw ate cede ees mths 14. 5 
PEE EO soca ren enna ean babe eae wed cei bentan 83. 5 
AED Shin cats ce enact ee aca oe Silos tetanic aegaiee Neha de cea bene sheila aide teas tee eeaes 100. 0 


There is no reason to believe that volume work or the types of actions taken 
have varied greatly in fiscal year 1954. 
Conclusions 

Conclusions which may be reached with respect to the functions of the corre- 
spondence review staff are: 

1. Over the years, while the Department was growing, the staff has performed 
a valuable service in establishing procedures and standards for correspondence. 

2. As evidenced by types of actions, personnel of the Department now have 
a high capacity for preparing correspondence in accordance with standards. 

3. The work of the staff tends, more and more, to duplicate attention given by 
others to conforming with established policies and prescribed practices. 
4. The review function tends to delay transmission of outgoing correspondence. 
5. The cost of the review function no longer appears justified. 
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Recommendations 


In order to permit a dissolution of the correspondence review staff and, at 
the same time, to provide for retention of its essential functions: 

1. It is recommended that responsibility for adherence to established policies 
und prescribed practices with regard to correspondence be clearly fixed in the 
principal officers of the Department. 

2. It is recommended that the correspondence review staff be eliminated and 
that the Chief, the Assistant Chief, Administration, and the Assistant to the 
Chief be transferred to the Executive Secretariat to assist in the general work 
of that office. 

3. It is recommended that the Assistant Chief, Training, be transferred to 
the Foreign Service Institute and called on to maintain the Correspondence 
Handbook and to assist in conduct of training courses. 

4. It is recommended that responsibility for prescribing the form and character 
of official stationery be delegated to the administrative area. 

Adoption of these recommendations would permit the Department to abolish 
11 positions and in fiscal year 1955 to save approximately $54,900. 


BUREAU OF UNITED NATIONS AFFAIRS 


At the suggestion of the Secretary of State, an assignment was given R. H. 
& A. to determine whether the number of personnel employed by the Bureau 
of United Nations Affairs was consistent with its work load and basic functions. 
This project only recently was given concentrated attention and, therefore, find- 
ings and conclusions are presented for the first time by this report. 


Introduction 

Broadly stated, the Bureau’s functions are to assist in the formulation of 
multilateral foreign policies, to act as a channel for instructions to and from 
United States representatives and delegations at the United Nations and other 
international organizations and conferences, and to assist in the development of 
of policies on budgetary and administrative matters of the United Nations and 
other international organizations. 

The position of the organization of the Bureau of United Nations Affairs in 
the Department of State is shown by exhibit 2. The organization structure and 
staffing pattern are shown by exhibit 3. As of March 3, personnel totaled 159. 
The organization of the Bureau generally parallels that of two of the organiza- 
tions with which it works closely—the United States mission to the United 
Nations and the United Nations. This characteristic has facilitated coordination 
of their respective activities. 

Within the Department, the Bureau works primarily with regional bureaus and 
other substantive units and, to some extent, relies on their knowledge and 
experience in the formulation of multilateral policies. 

Working relationships 

Working relationsips of the Bureau of United Nations Affairs with the mission 
io the United Nations and the United Nations, although not always smooth, 
seem well conceived. Working relationships with the bureaus of the Department 
appear, however, to be subject to considerable improvement. In particular, the 
Bureau has tended toward self-sufficiency and has progressively been inclined to 
overlook the constructive part which other bureaus of the Department could 
play in formulation of multilateral policies. On the other hand, regional bureaus 
tend to encourage the Bureau in this direction because their primary interests 
lie in political affairs rather than the economic, social, and human rights aspects 
emphasized by the Bureau of United Nations Affairs. 


Conclusions 


An analysis of the Bureau’s staffing pattern, in light of the tendency toward 
self-sufficiency, leads to a conclusion that it is overstaffed. Moreover, the 
Bureau’s list of work assignments of December 31, 1953, indicates a lack of 
selectivity in work undertaken and a high degree of unnecessary specialization, 
adding further to excessive use of manpower. 

At the time the analysis was underway, it was learned that the Classification 
Branch, Office of Personnel, was considering a work assignment survey of the 
Bureau, Out of such survey, if full recognition is given to duplication of 
activities within the Department, a decrease in personnel should be possible. 
lhe ohjective should be to limit the staff to a small group of highly skilled 
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persons capable of coordinating knowledge and experience available elesewhere 
in the Department and, thus, performing the functions of the Bureau of United 
Nations Affairs with minimum expense. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


Another assignment, concerned with an analysis of problems related to the 
Department’s administration of contributions to international organizations, was 
completed on May 5. This was too late in the overall work fully to discuss con- 
clusions and proposals with management. Findings and recommendations, there- 
fore, are presented for consideration for the first time. 


ORIGIN OF THE PROBLEM 


In 1950, by Public Law 806, Congress placed on the Department of State the 
duty and responsibility to make a recommendation, by giving or withholding 
its consent, as to each financial contribution to an international organization in 
which the United States participates as a member “regardless of the appropria- 
tion from which any such contribution is made.” 

The report of the House Appropriations Committee on the fiscal year 1954 
State, Justice, and Commerce appropriation bill stated, among other things, “The 
committee expects the Department to make every effort to reduce the number of 
organization to which we contribute in order to avoid duplication and waste and 
also to obtain reductions in the amounts we are requested to contribute.” 

A study was, therefore, undertaken at the request of management to find out 
what could be accomplished to reduce, or at least better to control, contributions 
of the United States to international organizations. At the suggestion of 
R. H. & A. letters were sent by the Department to interested agencies requesting 
their written opinion as to the value of continued participation in about 20 of 
the lesser international organizations. This was augmented by discussions 
with the various other agencies, including the Bureau of the Budget. 

Based on findings, various conclusions were reached and these, together with a 
series of recommendations, are presented. In total, the United States gives 
financial support to about 37 international organizations, ranging from the In- 
ternational Seed Testing Association to the United Nations. It is estimated 
that approximately $30 million will be contributed to such organizations in 
fiscal year 1954. 


JUSTIFICATION OF APPROPRIATION REQUESTS 


The Department has assigned to the Bureau of United Nations Affairs, pre- 
viously described, und particularly to its Office of International Administra- 
tion and Conferences, the responsibility for the Department’s budgetary position 
on contributions to international organizations. Evaluation of benefits derived 
from membership in various organizations, as a basis for justifying budgets, in- 
volves not only policy considerations but also the interests of other Government 
agencies sponsoring memberships. Indications are that, because of the in- 
tangible and unusual nature of the problem, the Office has had extreme difficulty 
in negotiating reductions of contributions and encouraging withdrawals. 

In recent years the Department has tightened its policy with regard to joining 
new international organizations and has intensified its scrutiny of budgets for 
existing organizations in an effort to curtail the expenditures in which the 
United States participates. There has been, however, a notable lack of positive 
action in reaching conclusions as to the real value of these organizations to the 
United States due to difficulties indicated above as well as the pressure of 
special Government and outside interests for maintenance of memberships. 

In particular, the Department has not had a program for making periodie and 
penetrating analyses of accomplishments in conjunction with interested parties 
and, therefore, has been generally unable to support appropriation requests with 
adequate or conclusive data. Moreover, cost consciousness has been lacking to 
the extent that the Office of Budget and Reports has not been permitted a con- 
spicuous role in the documentation of requests of the Office of International 
Administration and Conferences. 

It should be borne in mind that, because withdrawal from an organization is 
ordinarily disconcerting from the point of view of maintaining friendly inter- 
national relationships, the tendency has been to continue participation even 
though the original purpose appears no longer worthwhile. Moreover, because 
other Government agencies have the primary interest in many of the interna- 
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tional organizations, the Department has been inclined to accept, without serious 
challenge, their judgments as to continued participation. 

Acknowledging the difficulties surrounding the justification of appropriation 
requests for contributions to international organizations, it is believed that a 
more realistic approach can be adopted. Evaluation of benefits should be made 
at prescribed intervals, the Office of Budget and Reports should be called on to 
assist in the evaluations, and final responsibility for establishing the Depart- 
ment’s position should be clearly placed in top management. 


RECOMMENDATIONS 


1. It is recommended that the Office of International Administration and 
Conferences establish a fixed schedule for periodic evaluation of benefits derived 
from international organizations, in conjunction with other interested parties, 
with a clear objective of determining the propriety of continued participation. 

2. It is recommended that the Office of Budget and Reports assist in the evalua- 
tion of benefits derived from memberships in international organizations by 
developing procedures to be followed and by reviewing and commenting on 
results. 

3. It is recommended that the Under Secretary for Administration be charged 
with final responsibility for passing on the adequacy of data to be presented 
in appropriation requests and for resolving the Department’s position with re- 
spect to extent and scope of contributions. 

By following these proposals, which will help the Department more effectively 
to carry out its responsibility for recommending appropriations for interna- 
tional organizations, the interests of economy will be better served. 


FoREIGN EcoNoMIc REPORTING 


Because of a growing dissatisfaction on the part of other Government agencies 
with the Department’s conduct of foreign economic reporting in their behalf, 
management of the Department and the Board of the Foreign Service requested 
R. H. & A. to evaluate this activity. No objectives for saving money were set 
forth. 

On September 1, work was started in collaboration with the Division of Foreign 
Reporting. During the course of this assignment, discussions were held with 
selected personnel in bureaus and offices and at nearby foreign posts. In addi- 
tion, work was done with the Bureau of the Budget and the Departments of 
Commerce, Agriculture, and Labor. 

The project was completed on December 8, and a report was presented to the 
Under Secretary for Administration who approved the recommendations and, 
in a memorandum of December 16 to the Assistant Secretary for Administration, 
requested that the required action be taken to implement them. The report 
presented a short-range plan for guidance of the Department in making a num- 
ber of immediate corrections, and a long-range plan which would lead to the 
far-reaching changes necessary for the Department completely to discharge its 
responsibilities in this field. 


EVALUATION OF PRESENT ACTIVITIES 


The study of foreign economic reporting brought to light a number of basic 
organizational and administrative difficulties which handicapped all concerned. 
For example, a problem arose from the fact that the purpose and extent of the 
foreign economic reporting conducted at foreign posts for the Department and 
other agencies had never been clearly defined. This led to confusion as to the 
nature and amount of information which each agency had a right to obtain. 
Furthermore, Executive Order 10249, which provided that the Department of 
State should administer the foreign economic reporting program, tended to 
place decision as to the definition of reporting objectives in the Department. 
Thus, the Executive order was considered by other agencies to be an encroach- 
ment on their own prerogatives. 

From the viewpoint of organization, responsibility in the Department of State 
for foreign economic reporting was divided, as shown by exhibit 2. Among 
others, the Division of Foreign Reporting, the liaison staff of the Division of 
Communications and Records, the staff of the Assistant Secretary for Adminis- 
tration, and the Bureau of Economic Affairs all had a part in this work. 

An additional handicap was in the administration of the foreign economic 
program. It was found that policy guidance expected from the Bureau of Eco- 
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nomic Affairs was not forthcoming. The relationship of the Bureau to foreign 
economic reporting was obscure because the Bureau did not find it possible fully 
to exercise its authority to coordinate all economic activities in the Department. 

With further regard to administration of the program, the Department lacked 
reliable information as to the extent and character of present and probable future 
economic reporting workload. These data are necessary in order to determine 
the number and quality of personnel required and to estimate costs. As a result, 
management did not know at any given time whether or not it had sufficient per- 
sonnel in economic sections at foreign posts capable of fulfilling the requests of 
other agencies. l.ecause of inadequate information, the Division of Foreign 
Reporting tended to adopt expedient measures. These took the form of unilat- 
erally altering, disallowing, and reclassifying the priority of other agencies’ 
requests. 

To overcome this situation and obtain needed information, other agencies were 
inclined to disregard the established procedures of the Department. This added 
to the confusion, was rarely wholly successful, and caused considerable dissatis- 
faction. 

SHORT-RANGE RECOMMENDATIONS 


To bring about some degree of improvement in the existing situation as quickly 
as possible, it was recommended that the Division of Foreign Reporting and the 
liaison staff, Division of Communications and Records, be immediately combined 
as a new Office of Foreign Economic Reports and, as soon as feasible, put under 
the jurisdiction of the Assistant Secretary for Economic Affairs. Such a move 
would begin to establish a center of responsibility for economic work in the 
Department. 

Another short-range recommendation proposed that the Director, Office of For- 
eign Economic Reports, promptly improve existing administrative practices, such 
as establishing better procedures for guiding working relationships with other 
agencies, encouraging better communications between other agencies and the De 
partment and economic sections at foreign posts, and developing ways and means 
for using to better advantage available personnel statistics in evaluating re- 
sources. 

LONG-RANGE RECOMMENDATIONS 


With respect to long-range recommendations, it was recognized that the major 
improvements which were visualized could not be brought about by the Depart- 
ment alone or by the Department working with other agencies on a voluntary 
basis. Too many differences of opinion prevailed which could not be resolved 
without exercise of authority. Such authority did not exist among the inde- 
pendent agencies involved. 

A recommendation was made that there be appointed an objective and authori- 
tative group in the Executive Office of the President, such as the Bureau of the 
Budget, to develop a new overall program for foreign economic reporting. This 
program, as far as possible, would acknowledge the interest of all agencies and be 
designed to bring about the most effective use of available resources. Foreign 
economic reporting would still be administered by the Department of State. 

It was pointed out that in development of this program, consideration should 
be given to: 

1. Clarifying the purpose and scope of foreign economic information re 
quired by the Department and other agencies. 

2. Revising fully the methods of forecasting annual reporting requirements 

by geographic areas as a basis for computing personnel requirements more 
accurately, and estimating cost of services for the Department and each 
agency. 

3. Determining the manner in which the Department and other agencies 
present and support appropriation requests before the Congress. 

4. Creating controls for use by the Department in measuring services ren 
dered in relation to the intent of appropriations. 

5. Contributing to the development and installation of the comprehensive 
personnel management program recommended later in this report. 

6. Establishing the Bureau of Economic Affairs as the recognized center of 
responsibility for coordinating foreign economic reporting activities. 
iva Order 10249, as required, to carry out the provisions 

Both the short- and long-range plans proposed by the report of December Ss 
were reviewed generally with interested officials in the Departments of Agri- 
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eulture and Labor and, at the request of management, with the Assistant Secre- 
tary for International Affairs, Department of Commerce. All of these agencies 
view the proposals as a constructive approach to the solution of the problem. 

To assist management in implementing the recommended plans, a suggested 
outline of installation procedures was presented on December 16. As of May 1, 
no effective steps had been taken to install either the short-range plan or to 
initiate the long-range recommendations, 


CONCLUSION 


Unless the Department is willing, at an early date, to endeavor more adequately 
to fulfill its responsibilities to other agencies, it cannot hope to achieve the 
leadership it is presumed to exert in connection with their international efforts. 
Other agencies will, as a matter of protecting their own interests, tend more and 
more to operate independently of the Department. The occasion to initiate im 
provement in the foreign economic reporting is the Department’s opportunity 
to demonstrate to other agencies its willingness to assume leadership. It is 
therefore, urged that work be undertaken promptly to install the recommenda- 
tions which have been held in abeyance since December 16. 


PERSONNEL MANAGEMENT 


One of the major undertakings of R. H. & A. was concerned with a project on 
personnel management. The assignment stemmed from the fact that top man- 
agement lacked confidence in the manner in which acquisition, training, and 
utilization of people were being conducted. It goes without saying that it was 
perceived vital to effective administration to correct deficiencies in this regard. 
Personnel is the greatest asset possessed by the Department of State. 

On January 1, personnel of the Department, including Americans in the Foreign 
Service, totaled approximately 10,600, which gives some measure of the magni- 
tude of the management job. The worldwide deployment of personnel and the 
necessity to rotate a large portion of the total further complicate the problem. 
Moreover, an essential requirement of the Department is for a high level of fit 
ness and competence in its personnel, and provision must be made for training 
and otherwise encouraging them to gain specialized knowledge and experience. 

A study of personnel management activities revealed several serious deficiencies 
which some efforts were being expended to overcome. In particular, during the 
past 10 years, the Office of Personnel had declined in strength and stature, basic 
planning had been long neglected, accounting for personnel was inadequate, 
training was generally ineffective, and utilization and rotation of personnel were 
poorly directed and appeared to be unduly expensive. 

In conjunction with the study, a program for the improvement of personnel 
management was developed, giving consideration to all of the elements which 
needed attention in order to strengthen the Department’s activities in this field. 
The various projects proposed by this comprehensive personnel management 
program were as follows: 

1. Composition of the personnel system 

Determination of the feasibility of consolidating Foreign Service and civil- 
service personnel into a single Foreign Affairs Service. 
2. Management inventory control 


Establishment of inventories of authorized positions and of personnel in the 
Foreign Service and the Department as a basis for controlling utilization and 
rotation in a more effective manner. 

3. Recruitment and examination 

Development of improved recruitment and examination methods to bring about 
the employment and appointment of persons better fitted for service in the 
Department and at foreign posts. 


}. Career development 

Revision and improvement of career development programs so as continu- 
ously to provide well-trained and skilled personnel needed by the Department 
at all times to fulfill its responsibilities. 
5. Training 

Development of policies and preparation of training courses, supported with 
adequate facilities, as a means of carrying out dynamic training programs. 
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6. Personnel utilization 


Establishment of utilization and rotation policies and procedures to assure 
optimum use of personnel at a reasonable cost. 


7. Compensation and personnel relations 


Revision of standards with regard to salaries, allowances, leave, hospitaliza- 
tion, insurance, and retirement, as well as living conditions at foreign posts, to 
provide greater incentives and encourage more continuity of service. 


8. Promotion and separation 


Creation of sound standards for use in evaluating performance so that pro- 
motion or separation of personnel may be effected with a high degree of 
impartiality. ' 

9. Organization 

Clarification of the authority, responsibility, and organization of the Office 
of Personnel. 

This program was presented to management in December 1953, and was 
approved. R. H. & A. was asked to assume responsibility for three of these 
projects—Management Inventory Control (Foreign Service), Training, and 
Organization. The first two projects are summarized in the following para- 
graph; the third is covered later in the report in a section devoted to the subject 
of organization. 


MANAGEMENT INVENTORY CONTROL (FOREIGN SERVICE) 


This project, including recommendations for improvement, was completed and 
presented to management on March 3. Since that time, principal working 
papers, an installation procedure, and suggested implementing instructions have 
been given to appropriate officials. For the purpose of this report, work on the 
project is confined to a brief description. 


Conclusions 


As indicated earlier, up-to-date and reliable inventories of authorized posi- 
tions in the Foreign Service and of personnel available to fill them did not exist. 
The job of administering the utilization and rotation of personnel was, there- 
fore, seriously handicapped. There were, however, numerous records of ques- 
tionable accuracy maintained by regional bureaus and the Office of Personnel. 
These, of course, did not constitute useful tools for personnel management. 

As a result of inadequate records, in too many instances foreign posts were 
improperly manned and personnel available for duty could not be promptly 
assigned or were apt to be assigned to positions without due regard for their 
qualifications. Over the years, many dollars have been wasted in unproductive 
salary expense and, due to expedient methods, travel expense has probably 
been high. 

Institution of a management inventory control system to be used in correcting 
the described conditions depends, in part, upon having available accurate infor- 
mation with regard to the staffing pattern for each foreign post. The procedure 
which had been used to set up staffing patterns, however, did not fully take into 
account that about 25 percent of the positions were never filled because assigned 
personnel were in transit, in training, or on leave. The staffing patterns sup- 
plied by foreign posts have, consequently, been generally unrealistic. 

Effective use of a management inventory control system requires a well- 
organized personnel assignment operation. It was found, however, that the 
several regional bureaus and the Office of Personnel used somewhat different 
assignment procedures and that they were insufficiently coordinated. Con- 
siderable difficulty was encountered in placing the right persons in the right 
places at the right times. 

An additional hindrance to the conduct of a coordinated assignment process 
was the fact that regional bureaus possessed authority to obligate most salary 
funds for American Foreign Service personnel. This authority was frequently 
used to implement their own ideas about assignment of personnel in contradic- 
tion to proposals advanced by the Office of Personnel. Moreover, the rotation 
of personnel from one geographical area to another, at times highly desirable, 
was frequently forestalled because of the autonomy of the bureaus. 


Recommendations 


In view of conclusions reached, a series of enabling recommendations were 
made with respect to basic steps necessary to establish a workable manage- 
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ment inventory control system. They were concerned with development of 
realistic staffing patterns, improvement in assignment procedures, and strength- 
ening the administration of these functions in the Office of Personnel. 

To improve procedures with regard to staffing patterns, it was recommended 
that authority and responsibility for development of methods for use of regional 
bureaus in fixing the number and qualifications of personnel required at all for- 
eign posts should be centered in the Office of Personnel. It was also rec- 
ommended that regional bureaus should be obliged to adhere to the uniform 
methods thus established. 

Another recommendation required the Office of Personnel to incorporate in its 
procedure a method for calculating and controlling the number of Foreign 
Service personnel in transit, in training, or on leave so that personnel de- 
ficiencies at posts could be recognized and corrected. In other words, it was 
proposed clearly to segregate personnel in the “pipeline” from those on ac- 
tive duty in the interests of keeping positions at posts more consistently 
filled. 

To improve personnel assignment, it was recommended that authority and 
responsibility also be centered in the Office of Personnel to develop a stand- 
ard procedure for assignment of personnel to foreign posts. In this connec- 
tion, it Was recommended that the Office of Personnel be given sole authority 
to obligate salary and allowance funds for American Foreign Service personnel 
at foreign posts or in transit, in training, or on leave. 

It was, of course, recomended further that the Office of Personnel maintain 
the management inventory control system. In order to provide the Office with 
sufficient qualified people to administer the system, it was recommended that 
selected administrative personnel in the regional bureaus now engaged in as- 
signment work be transferred to the Office of Personnel. 

In conclusion, it should be noted that on May 1 management was engaged in 
efforts to start installation of the management inventory control system, at 
wn early date, along lines recommended and consistent with the installation pro- 
cedures which have been submitted. 

It is recognized by them that the proposed system would also serve as a pattern 
for the installation of similar methods for control of Department personnel. 
Centralization of authority for utilization of personnel is essential to effective 
personnel management and, through more productive use of personnel, can ac- 
count for economies of real magnitude. 


TRAINING 


Time available for analysis of the Department’s training program was some- 
What limited. Nevertheless, because management desired an outside evalua- 
tion of the program, a thoroughgoing but brief study was undertaken. Con- 
clusions and suggestions for the future were presented on May 4 and are sum- 
marized in the following paragraphs. 

Conclusions 

The training program for Department and Foreign Service personnel exhibits 
a fundamental deficiency in that career-development plans, upon which training 
courses should be predicated, are neither clear as to purpose nor broad enough 
in scope. In the absence of basic planning, determination of courses to be offered 
and selection of trainees have been difficult and have caused training curri- 
culums to be developed in an expedient manner. Administration of training 
activities appears to have been inefficient and costly. 

From an administrative viewpoint, interpretable cost data do not exist, nor, 
currently, are there statistics permitting precise analysis of the amount and 
type of training which have been provided annually. Direction of training 
activities, largely under the jurisdiction of the Foreign Service Institute, and 
measurement of training accomplishment are, therefore, seriously impaired. 

Authority for conduct of training, granted to the Director, Foregin Service 
Institute, by the Foreign Service Act of 1946, has not been fully exercised in 
recent years, due, in part, to the fact that the Director has received ilttle or no 
support from the Office of Personnel, to whom he reports. Indications are that 
i lack of appreciation as to the importance and need for training is widespread 
throughout the Department. As noted previously, however, organized training 
iS indispensable. 
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Tentative proposals 


To guide the Department in taking initial steps to bring about significant im- 
provement in training programs and procedures, a tentative proposal was sub- 
mitted that the Office of Personnel immediately concentrate on revision and 
expansion of career-development plans. The Chief, Placement and Career De- 
velopment Branch, Office of Personnel, in collaboration with the Director, For- 
eign Service Institute, regional bureaus, and other interested bureaus and offices, 
would be responsible for the work. The Chief was supplied with underlying 
thinking as to procedure. 

It was also proposed that training courses, conceived in light of career-develop- 
ment plans, be prepared by the Director, Foreign Service Institute, and that the 
Chief, Budget and Fiscal Staff, Office of Personnel, should work out ways and 
means to determine the number and type of persons who should be trained 
annually and devise methods for computing training costs. 

Finally, it was suggested that the Office of Personnel give continuous and 
active support to the Director, Foreign Service Institute, in his promotion and 
administration of training work. Comprehensive and well-directed training 
activities should be able to win universal acceptance and immeasurably improve 
morale and competence of personnel. 


CONTROLLERSHIP FUNCTIONS 


Another project of importance requested by management was concerned with 
opportunities to improve the effectiveness of controllership functions of the 
Department. It was recognized by the Under Secretary for Administration that 
this task, if executed in all its details, would be of long duration. Hence, atten- 
tion was given primarily to fundamentals. The emphasis placed on improve- 
ment of management and control of appropriations by the Director, Bureau of 
the Budget, in his letter of August 5, 1953, and by the Secretary of State in his 
letter of August 14, gave impetus to the assignment. 


NATURE OF CONTROLLERSHIP 


The control of money by enforcement of regulation, provision of continuous 
supervision, and by management review of performance is an essential function 
of administration. It is a function which has become a profession with the 
development of the modern controller in business and government. 

In addition to giving attention to preparation of annual budgets, accounting 
for historical purposes, and the routine auditing of transactions, good controller- 
ship is, today, expected to provide management with accounting and statistical 
tools for use in controlling day-to-day operations. It uses advanced techniques 
of budgeting, accounting, auditing, analytical reporting, performance evaluation, 
methods improvement, and constructive criticism to promote good management 
at all levels. 

Modern controllership entails responsibility for: 

1. Orderly and timely analysis, determination, presentation, and explanation 
of financial needs and requirements in the form of a proposed budget. 

2. Revision of budget proposals to provide a financial plan consistent with 
funds made available, organized in accordance with specific centers of manage- 
ment responsibility. 

3. Accurate accounting for the actual use (obligation and expenditure) of 
funds, through accounts designed to facilitate comparisons with the financial 
plan, by center of responsibility. 

4. Continuous audit to assure compliance with fiscal policies and procedures 
and to prevent or promptly disclose unauthorized practices. 

5. Regular reporting, analysis, and interpretation of results to facilitate eval- 
uation of performance in relation to approved financial plans. 

6. Improvement of systems and procedures, forms, flow of clerical work, and 
the preparation of reports. 

7. Recommending remedial action where needed within an organization to 
stimulate cost consciousness and better use of money. 

Controllership is a staff function in that its role is primarily one of service to 
those responsible for the direction of other activities over which the controller 
has no direct authority. On the other hand, to render effective service to man- 
agement, a controller should be able, by exercising functional control, to pre- 
scribe and enforce, in collaboration with management as a whole, all regulations 
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and procedures governing accounting and financial activities throughout an 
entire organization. Within his own organization, a controller has direct line 
responsibility. 

The outlined concept of controllership is not new. It can be found amplified 
in many standard publications. It is not new in the Department of State. In 
fact, job descriptions prepared by the Classification Branch, Office of Personnel, 
for budget and fiscal officers call for aggressive, constructive controllership. In 
addition, functional descriptions contained in the manual of regulations and 
procedures, dated September 28, 1951, clearly show that budget and finance 
activities in line with modern concepts of effective controllership have been 
authorized by the Department. 


FINDINGS 


Although concepts of modern controllership have been set forth within the 
Department, these concepts are not closely followed in practice. Examination 
of controllership activities being performed by fiscal management shows evidence 
of compliance with legal requirements but reveals a neglect of some functions 
authorized and needed for constructive control. 

There is no systematic attempt to reconcile the financial plan for a fiscal year 
with budget estimates previously presented to the Congress as a basis for appro- 
priations. Apparently no one is held accountable for differences between the 
two; thus, little protection is afforded against careless or irresponsible esti- 
mating. 

Budget data are not clearly or consistently related to the Department’s pur- 
poses and activities, such as consular affairs, political and economic representa- 
tion and reporting, security, service to other agencies, et cetera, so as to show 
the end use for funds requested for each responsible unit of the Department. 
There appears generally to be a negative attitude within the Department as to 
its ability to define its purposes and classify its activities in such terms, and 
this tends to discourage a constructive approach to remedying this condition. 

Budget presentations place an undue burden of analysis and evaluation on the 
Bureau of the Budget and congressional committees by confronting them with a 
mass of statistical and descriptive material with little indication of the Depart- 
ment’s evaluation as to the relative importance and priority of its requests. 

The financial plan, prepared by the Office of Budget and Reports after appro- 
priations have been received, allots funds in total to bureaus and offices and 
makes inadequate attempts to identify the funds with activities or expense clas- 
sifications. Thus, it is not feasible to relate obligations and expenditures to 
financial plans. 

In the subsequent reporting of obligations incurred, there is not a suitable 
segregation of the cost of services rendered other agencies. Therefore, Depart- 
ment management and the Bureau of the Budget are confronted with a compli- 
cated task of reviewing performance and expenditure in relation to Department 
programs and those of other agencies for which services have been provided. 

There is no regular system of reporting which compares the actual disposition 
of funds with the financial plan, either in terms of activities or object account 
classifications. Without such reports and appropriate summaries for the various 
levels of supervision in the Department and at foreign posts, responsible officers 
cannot keep adequately informed or use successfully the budget as a manage- 
ment tool to control expenditures in relation to financial plans. 

Systems and procedures and related forms control functions are not organized 
and developed to provide effective staff services for the Department and foreign 
posts. This encourages regional bureaus as well as foreign posts independently 
to develop their own methods and techniques. Consequent lack of uniformity 
in reporting procedure tends to make difficult for management the measurement 
of performance and the control of expenditure. In addition, clerical expense is 
increased. 

The internal audit function has not been completely developed, although 
there is a realization in some quarters that this should be an important means 
of assuring accurate and consistent accounting and reporting, of checking 
compliance with approved policies and procedures, and of providing a better 
understanding of the controllership function throughout the Department and 
foreign posts. The present auditing activity is largely limited to the preaudit 
of vouchers, normally the function of an accounts payable unit, and some work 
done by the Foreign Service Inspection Corps. 
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With regard to various appropriations other than that for “Salaries and 


” 


expenses,” it appears typical that bureaus and offices designated as “financial 
coordinators” maintain a total appropriation control for compliance purposes 
but do not satisfactorily perform a management review or dollar control function. 
In other words, while successful efforts are made to insure that allotments are 
not overspent, little effort is made to determine the value received from expendi- 
tures. 

Budget reviews conducted by the Office of Budget and Reports with regional 
bureaus and other units of the organization are sporadic and generally inadequate 
to provide periodic review of operating performance. 


CONCLUSIONS 


A number of conclusions were drawn from the evaluation of basic controller- 
ship activities, and these may be outlined in the following manner: 

1. Modern concepts of controllership responsibility and service to management, 
acknowledged many times as desired and necessary within the Department, 
have not been fully implemented or practiced effectively. 

2. The controllership function suffers from: 

(a) Lack of confidence in the value to management of budgetary planning 
and control. 

(b) Inadequate sense of duty to keep currently informed and to super- 
vise, evaluate, and improve performance in the discharge of delegated 
responsibility. 

(c) Tendency to follow the course of least resistance. 

(d@) Insufficient attention to the value received for each dollar expended. 

(e) Inadequate official recognition, specifically in the title and position 
accorded the head of this function, of the relative importance of controller- 
ship in the organization. 

(f) Reluctance to exercise functional control throughout the organization 
to bring about adherence to rules and regulations and to stimulate better 
control of money. 

The Department is generally without the planning and reporting techniques, 
the information, management perspective, and stimulus for improvement which 
more constructive controllership would provide. 


PROPOSALS 


From January to April steps were taken to encourage management to over- 
come controllership deficiencies. Attention was called to the inadequacies 
which have been described; the importance of strengthening the authority and 
broadening the scope of accounting, budgetary, and financial officers was de- 
clared; and changes in techniques were suggested. The latter was largely con- 
cerned with fundamental revisions in systems and procedures to provide a base 
for improved reporting and control. 

A system with supporting forms was developed to illustrate to the Depart- 
ment ways and means of preparing more interpretable budget estimates for the 
Bureau of the Budget and more informative appropriation requests for the 
Congress. These forms were designed to portray in budget presentations the 
proposed expenditures by activity. They can also be used for establishing 
financial plans in conformance with revised appropriations. 

The suggested system for budgetary control also included forms and _ pro- 
cedures which could be employed to compare actual obligations and expenditures 
with approved financial plans. Use of the forms would render obsolete many 
of those now in existence. 

Considerable emphasis was given to promoting, within the Department, an 
appreciation of the significance and value of modern controllership. In this 
connection, the necessity for recognition of the merit of functional control was 
stressed and the exercise of more authority, from the top, in accounting, budget- 
ing, and financial affairs was proposed. In the next section of this report dealing 
with organization it will be seen that a strong center of responsibility for all such 
functions is recommended. 

If much of the foregoing portion of the report seems elementary, it is because 
many of the requirements of controllership appear to have been neglected in 
current practice. Implementation of the improved techniques which have been 
suggested is needed to form a foundation for further development of this func- 
tion. If this is done, better administration and sound economies will be realized 
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in due course. So far, administrative management of the Department has not 
moved forward aggressively to institute the proposed reforms. 








ORGANIZATION 










Exhibit 4 portrays the overall structure of organization which R. H. & A. sug- 
gests as currently practicable for the Department of State. In arriving at this 
concept, many officials of the Department contributed their thoughts, numerous 
ideas were given attention, and several combinations and locations of positions 
were considered and discarded. 



















F; During the early part of the assignment, organization work was confined by 
a management to the administrative area. Later, because of consideration of 
re policies and services needed by the substantive from the administrative, it was 
4 expanded to embrace generally the whole organization. This does not mean 
Ee that the substantive was subjected to critical analysis. To the contrary, 
4 thorough consideration was given only to the administrative, and the substantive 
P was viewed strictly in terms of working relationships with other units of the 
Bs Department. 

j Organization proposals which follow, dealing with the subject in its broadest 
3 aspects, are largely concerned with the administrative side of the organization. 
£ In this area, management requested the preparation of numerous tentative 
A position descriptions to support organization thinking as it developed. Some of 
“ these descriptions were modified from time to time to reflect recurring refine- 
. ments. Tentative position descriptions presented on February 19, plus supple- 
By ments of May 15, now in the possession of the Department, should help mate- 
* rially in any organization installation. The Department may wish to amplify 
i the tentative descriptions but, as written, they provide the essential data re- 
; quired for most of the principal positions. 
e Since July 13, the administrative organization of that date, as shown by 
+ exhibit 2, has been changed by management in several particulars. These or- 
a 


ganization adjustments were made to overcome existing problems of a per- 
plexing nature and were instituted prior to formulation of final recommenda- 
tions by R. H.& A. Proposals made in this report go far beyond the adjustments 
put into effect by the Department and, consequently, it is not considered essential 
to present a chart of Department organization changes. 












UNDER SECRETARY OF STATE FOR ADMINISTRATION 






The chart of proposed organization, exhibit 4, shows an Under Secretary for 
Administration. As currently conceived by the Congress, this position is of tem- 
porary duration, and authority for its existence expires December 31, 1954. If 
administrative management is eventually to make a satisfactory contribution to 
2 the overall management of the Department, this position should be continued. 
It should be clear that modernizing and strengthening of administrative activities 
i is a long-term undertaking. 

The position of Under Secretary for Administration is the keystone in main- 
tenance of the strength and stature of the administrative side of the Department. 
Such a rank, in a Department where great importance is attached to status, 
is needed to command respect. The rank is also needed to attract competent 
candidates for the position and to enable the incumbent to act effectively in be- 
half of the Secretary of State, to whom he should report. 










0. hs RE: 











RECOM MENDATION 






It is recommended that the Secretary of State request the Congress to 
extend indefinitely the position of Under Secretary of State for Admin- 
istration. 








OFFICE OF INSPECTION 










Karly in March 1954, management divested the Bureau of Security, Consular 
Affairs, and Personnel, shown by exhibit 2, of its personnel function, which was set 
up on an independent basis. Soon after, on April 5, the Foreign Service Inspection 
Corps was consolidated with the Bureau to form a Bureau of Inspection, Security, 
: and Consular Affairs. Now under its jurisdiction is all inspection work, both for 
2 foreign posts and for the Department. 

/ Exhibit 4 proposes an Office of Inspection, reporting to the Under Secretary 
w for Administration. It is conceived that this Office would continue to be respon- 
sible for all inspection but, in addition, would be held accountable for conducting 
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internal audits, noted previously as an essential service not now being fully per- 
formed. Moreover, the Office of Inspection would be responsible worldwide for 
management engineering, such as may be exemplified by the now completed activ- 
ities of R. H. & A. Functions concerned with security and consular affairs 
would report elsewhere as described later. 

As will become increasingly apparent, these moves will largely eliminate the 
need for a Director General of the Foreign Service, a statutory position. This 
position might be used to head up the Office of Inspection except that the title 
would not be appropriate. Moreover, the Director, Office of Inspection, should be 
an administrative officer rather than a political or economic officer for which the 
title of Director General would seem to call. 

It should be emphasized that the Office of Inspection is designed not only to 
carry out the legal requirements for inspection but also as a special sup 
plementary tool for the Under Secretary for Administration to use in promoting 
economy and efficiency. 

RECOMMENDATION 


It is recommended that the Office of Inspection be created and that Con- 
aoe be requested to abolish the position of Director General of the Foreign 
ervice. 
Functions performed by the Director General for which an accounting has not 
been made can readily be assigned to other officials of the Department. 


BUREAU OF PERSONNEL 


At the time personnel functions were removed by management from the Bu- 
reau of Security, Consular Affairs, and Personnel, they were put directly under 
the jurisdiction of the Assistant Secretary for Administration whose title was 
changed to Assistant Secretary for Personnel and Administration. Exhibit 4 
suggests a Bureau of Personnel, in charge of an Assistant Secretary, resopon- 
sible solely for personnel matters. 

Exhibit 5 portrays a plan of organization for the proposed Bureau of Person- 
nel. The plan takes into account the need for stature and top level attention 
for this all-important function, provides all the tools required for good personnel 
management, and affords an opportunity to establish a real center of responsi- 
bility and functional control for personnel work. All of the functions presently 
attached to the Office of Personnel are included in the organization along with 
others which will be new to it. 

Consistent with previous recommendations, it is believed that the Bureau 
should, among other things, be responsible for maintaining the management in- 
ventory control system, authorizing the obligation of salary and allowance funds 
for Americans in the Foreign Service, controlling Department personnel in accord- 
ance with availability of funds, and formulating and setting into motion all per- 
sonnel policies and programs to be observed by the Department as a whole. 
It goes without saying that the head of this organization should be well versed 
in the techniques and administration of personnel matters. 

It should be especially noted that the plan of organization for the Bureau 
of Personnel envisages the incorporation and integration of the Board of the 
Foreign Service, Board of Examiners for the Foreign Sevice, selection boards, 
and the Appointments and Assignments Board. All of these boards deal with 
personnel matters and should be within the framework of the Bureau. 

Other functions not now to be found in the personnel area or presently occu- 
pying an inconspicuous position in this field are the personnel projects staff, 
special candidates staff, and the Office of Security and Integrity. Exhibit 5 sug- 
gests that all of these functions, because of their importance to personnel man- 
agement, become prominent elements of the Bureau. The personnel projects 
staff would help the Assistant Secretary in developing and coordinating personnel 
policies and programs. The special candidates staff, as now, would be con- 
cerned with special problems of recruitment and placement. The Office of 
Security and Integrity would be responsible for the functions currently to be 
found in the Office of Security. 


RECOMMENDATION 


It is recommended that a Bureau of Personnel be established, under the 
jurisdiction of an Assistant Secretary of State for Personnel, with the 
authority and responsibilities set forth. 
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ly per- F In passing, it should be mentioned that, during the period of formulation, 

ide for | recommendations for establishing a Bureau of Personnel were, in the main, 

| activ- ' reviewed with the Chairman and members of the Secretary of State’s Public 

Committee on Personnel. These discussions were conducted at the request of 

i management. 

oe 4 BUREAU OF THE CONTROLLER 

e title 4 In connection with the controllership function, exhibit 4 calls for a new organ- 

uld be ‘ ization unit, Bureau of the Controller, to be headed by an Assistant Secretary— 

ich the 4 Controller. Exhibit 6 shows the principal functions which would be included 
4 in such an oganization. Several important changes are visualized. 

nly to a Within the Bureau of the Controller would be all of the functions now report- 

1 sup- a ing to the Deputy Assistant Secretary, as illustrated by exhibit 2, rearranged 

moting and strengthened to enable the Department to carry out its accounting, budgetary, 


and financial activities more effectively. It would have the stature and facilities 
required to become a strong center of responsibility in these matters and suc- 
cessfully to exercise functional control. 


t Con- a Under the plan of organization, the Bureau of the Controller would consist 
oreign i - of four main sections shown as Office of Budgetary Control, Office of Accounting, 

4 Office of Auditing, and Office of Systems and Procedures. In addition, there 
as not i would be a budget officer who would aid the Assistant Secretary in consolidat- 


ing budget estimates and presenting appropriation requests to the Bureau of 
the Budget and to the Congress. The budget officer would also make most of 
the official visits to foreign posts with respect to fiscal matters. 
he Bu- As outlined to the Department in discussions held with the Assistant Secretary 
under i for Administration and the Deputy Assistant Secretary, the budgetary and 
le was P accounting officers would have all the authority, responsibility, and breadth of 
hibit 4 , action required to cary out the functions of modern controllership. The officer 
sopon- concerned with auditing would have the authority to establish internal policies 
in this respect and, with the help of the Office of Inspection, to implement them. 
The officer responsible for systems and procedures would be able to serve the 
Department and foreign posts in a much more effective manner. 
It should be noted that, in addition to the foregoing positions, there would be 
a foreign credits and exchange coordinator representing a consolidation of two 
existing units which now report to the present Office of Budget and Reports and 
the Office of Finance. The coordinator would be responsible for developing 
policies and procedures for foreign exchange activities. Two administrative 
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Bureau organizations now reporting to these same Offices would also be consolidated 
ent in- under the direction of an administrative officer. 

» funds 

accord- RECOMMENDATION 


all per- 4 It is recommended that a Bureau of the Controller be established, under 
whole. the jurisdiction of an Assistant Secretary—Controller, with the authority 
versed and responsibilities which have been described. 


Bureau Because of the technical skills required, it is suggested that serious attention be 
of the given to the qualifications of any person considered for the position of Assistant 
boards, Secretary—Controller. Experience in business, as well as a successful record of 


11 with accomplishment, would seem basic essentials. 
y occu- 7 BUREAU OF SECURITY AND CONSULAR AFFAIRS 
s staff, 


The Bureau of Security and Consular Affairs, as shown by exhibit 4, would, 
under the proposed plan of organization, retain all of the functions of the present 
Bureau of Inspection, Security, and Consular Affairs except those which, as noted, 


| 5 sug- 
3] man- 


pee would report to the Office of Inspector and those which would comprise the sug- 
be Con- gested Office of Security and Integrity, Bureau of Personnel. The proposed Bu- 
fice of ‘ reau of Security and Consular Affairs would still evaluate, in accordance with the 


y to be Immigration and Nationality Act, Public Law 414, 82d Congress, security situ- 
ations in connection with passport, visa, and other special consular services. 

Exhibit 7 portrays the organization which is suggested for the Bureau. Not 

mentioned previously is the fact that foreign posts engaged in consular affairs ap- 

, pear to receive a minimum of direction in this regard. There are but few ground 

der the i rules for management, and measures of performance are generally missing. It 

ith the ‘ has been pointed out to the Department that the Bureau of Security and Consular 

4 Affairs should give more attention to the management aspects of consular affairs 
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and provide more in the way of policies, procedures, and performance measures 
for their guidance. 


RECOM MENDATION 


It is recommended that a Bureau of Security and Consular Affairs, under 
the jurisdiction of an administrator, be established with the proposed func- 
tions and objections. 


BUREAU OF GENERAL SERVICES 


Another new organization unit, set forth by exhibit 4, is a Bureau of General 
Services. Exhibit 8 shows the plan of organization which has been conceived 
for this Bureau. It would be directed by a Deputy Assistant Secretary. 

The proposed Bureau, as will be observed, represents a combination and re- 
arrangement of present functions, grouped so as to achieve better management 
and coordination of related activities. Attention is drawn to the fact that some 
titles would be changed and that foreign building operations would be included 
in the organization. 


RECOM MENDATION 


It is recommended that a Bureau of General Services, headed by a Deputy 
Assistant Secretary, be created along lines outlined. 


OTHER ORGANIZATIONAL PROPOSALS 


Reference to exhibits 2 and 4 will indicate that several other organization 
moves are considered advisable. In the main, they are proposed to improve 
working relationships through a more logical positioning of functions. It will 
be remembered, for example, that a recommendation was made in December to 
transfer the Division of Foreign Reporting to the Assistant Secretary for Eco- 
nomic Affairs. It is, therefore, no longer shown in the administrative area. 
Similarly, it was recommended in January to transfer the library from the 
Special Assistant—lIntelligence to the administrative area. 

It will be noted that the principal advisers to the Secretary are shown by 
exhibit 4 as reporting directly to him to reflect more accurately existing working 
relationships. They are the Assistant Secretaries for Congressional Relations 
and Public Affairs; the Director, Policy Planning Staff; the Legal Adviser; and 
the Counselor of the Department. Since July 13 the Bureau of German Affairs 
has been combined with the Bureau of European Affairs and is not shown by the 
chart of May 15. 

A new title is suggested for the Deputy Under Secretary by exhibit 4. This 
position is designated Deputy Under Secretary for Policy, and the Deputy is 
shown in charge of a group of important policymaking and coordinating func- 
tions now loosely integrated in the Department and apparently in need of more 
guidance and supervision. The dotted line between the Deputy Under Secretary 
and the regional bureaus is in recognition of the fact that a close-working rela- 
tionship exists between this official and these bureaus. 


RECOM MENDATION 


It is recommended that consideration be given to grouping the suggested 
policy and coordinating functions under a Deputy Under Secretary of State 
for Policy in order to provide more guidance and supervision. 


GENERAL COMMENTS 


It should be reiterated that organization recommendations made in areas other 
than the administrative, in accordance with the wishes of management, are 
general in nature and not based on critical analysis. The principal purpose of 
the organization work was to strengthen the administrative side of the Depart- 
ment. Where it is believed that improvements can be advantageously made 
elsewhere they have been pointed out. 

To some extent administrative practices employed in the management of mis- 
sions to foreign countries were observed. This work, however, was somewhat 
limited, and while opportunities for bettering management were perceived, this 
phase of organization was not established as an assignment. In strengthening 
administrative organization and policies of the Department, it will naturally 
follow that missions will be able to operate more efficiently and economically. 
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The organization structure proposed by the report calls for one Assistant Sec- 
retary in addition to those now authorized by the Congress. It is strongly urged 
that Congress be requested to create the position for use on the administrative 
side of the organization. This would aid materially in exerting greater admin- 
istrative control. 

A precise estimate of the cost of the proposed organization has neither been 
requested nor made. It seems important to point out, however, that, while there 
would be some increase in expense in the administrative area to provide essential 
activities, personnel costs for the Department as a whole should decline. Over 
the long pull, additional expense can be offset many times by savings resulting 
from attainment of the objectives which the organization changes should insure. 


GENERAL CONCLUSION 


During its work Robert Heller & Associates had ample opportunity to observe 
and evaluate the administrative process in the Department and at selected for- 
eign posts. It should be borne in mind that the character of the assignment, as 
initiated by management, was primarily to stimulate action rather than to make 
surveys and write reports. In collaborating with management, assisting them to 
bring about economy and efficiency, it was necessary to work closely with a great 
many administrative officers and subordinates. 

Time available and type of assignments selected by the Department limited 
somewhat the breadth of the field to which consideration was given, but because 
of the numerous projects undertaken, a knowledge of virtually all administrative 
activities was developed. After 10 months’ work, exemplified by previous sec- 
tions of this report, the most outstanding impression gained of administrative 
management is its inability to get things done with facility. Not only is it 
hesitant to exercise authority, because of deference to opposition encountered, 
but also there is a marked lack of understanding of the requirements of good 
management. This adds up to produce a tolerant rather than aggressive attitude 
toward administrative affairs. 

Funds which will be administered by the Department—salary and expense and 
reimbursement—in fiscal year 1954 will be on the order of $97 million. Appro- 
priation requests for fiscal year 1955 are of the same magnitude. By comparison 
with some other departments and agencies of the Government, funds available to 
the Department of State are not large. On the other hand, $97 million is a 
substantial amount in itself and, as demonstrated, provides room for considerable 
economy. There is obviously a need for more intense effort in this direction, but 
perhaps even more important from an administrative point of view is a need for 
more energetic attention to promoting efficiency. More efficient operations could 
materially aid in easing the burden on the substantive side of the Department 
where foreign affairs are conducted. 

For the reasons set forth, reorganization of the administrative side of the 
Department has had active consideration for many years. About 10 years 
ago it became manifest that fundamental organization adjustments were 
needed to enable the Department effectively to guide the new role of the United 
States in world affairs. Since 1944, about eight major efforts have made to assist 
the Department to modernize and strengthen its organization. Most of these 
gave attention to administrative matters and, in each instance, some progress 
was made. 

Despite organization changes of the past few years, including a major 
one stimulated by the Commission on Organization of the Executive Branch 
of the Government (Hoover Commission) and a more recent one in which the 
position of Under Secretary for Administration was created, administrative 
Inanagement can still be invigorated. While structure can be improved, as 
recommended, the fundamental remedy would appear to be a change in attitude. 
throughout the Department, with respect to administration. 

As noted elsewhere, in connection with personnel management and con- 
trollership, there is a spirit, if not a tradition, of self-sufficiency prevalent on 
the substantive side of the Department. Regional bureaus tend to hold aloof 
from accepting policies and services from the administrative area of the De- 
partment and to oppose suggested improvements in basic practices. It, there- 
fore, should be understood that before administrative management can effec- 
tively assert itself, substantive officials must accept the point of view that good 
administration can be of real assistance to them. 

It is recognized that substantive personnel are engrossed in the main business 
of the Department, which is to conduct foreign affairs, and, understandably, 
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have insufficient time and little inclination to give serious attention to refine- 
ments of administrative matters except to make certain that administrative 
tools are close at hand and readily available to them. Nevertheless, they are 
the predominant influence in the Department and could support and uphold 
the work of the administrative side if they were confident that administrative 
policies and services were practicable and realistically took into account the 
peculiar needs of each of the regional bureaus. 

Substantive and administrative work are interdependent with a common 
objective of seeing that foreign affairs are properly conducted. Nevertheless, 
the functions are different, calling for employment of different types of skills. 
It would seem logical, therefore, that acknowledgment of this situation, together 
with the fact that the Department requires a high order of administrative poli- 
cies and services, would lead to energetic efforts to encourage the best use of 
administrative skills. Thus, substantive work could be better supported, the 
interests of economy and efficiency served, and the Department of State strength- 
ened as a whole. 
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Exit B 


DEPARTMENT OF STATE——PERSONNEL MANAGEMENT PROGRAM, MANAGEMENT IN- 
VENTORY CONTROL (FOREIGN Service) Progect, MARCH 3, 1954 


INTRODUCTION 


The objective of this project is to establish methods and procedures for de- 
veloping, maintaining, and utilizing a management inventory of positions and 
people in the Foreign Service. This project is fundamental to the further con- 
sideration of any phase of personnel management in that it provides the tools 
to facilitate well-advanced and coordinated planning to enable proper recruit- 
ment, training, and utilization of Foreign Service personnel. 

The presentation of this project is organized as follows: 

Findings 
Conclusions 
Recommendations 
FINDINGS 


Stafiing patterns, foreign posts 

Stafling patterns are presently established for each post by each regional 
bureau to the full extent of the funds allotted by each regional bureau for per- 
sonnel. These staffing patterns never represent actual effective complements 
since the simple leave, rotation, home leave, medical and emergency leave, train- 
ing, consultation, and travel features of the Foreign Service require each person 
to spend an average of about 8 months a year away from any post (exhibit 1). 

At the present time, the classification codes set up by the Classification Branch 
of PER/COM are not sufficiently deseriptive of a position’s organizational loca- 
tion at a post, nor are there uniform applications of classification codes in each 
regional bureau, 

There currently exist a number of separately controlled records of staffing 
patterns for foreign posts. The statistics in these records are kept from vary- 
ing source documents and the different versions are frequently difficult to recon- 
cile. Examples of. the stafling pattern records kept in the Bureau of European 
Affairs and the Office of Personnel are as follows: 

lL. PER/COM—Foreign Service Classification Branch maintains a Kardex in- 
ventory of positions which is adjusted yearly through consultation with regional 
bureaus and periodically from FS-353 copies, as well as occasional copies of 
“complement notices” or informal information. 

2. PER/PO—Foreign Service placement areas maintain card and/or cuff 
records of authorized positions to which changes are posted as the regional 
bureaus advise by phone, in person, or by written memorandums. 

3’. Regional bureau budget officer maintains as working papers basic informa- 
tion on positions authorized as developed annually by the regional bureau's post 
management personnel in accordance with the Bureau’s allotment of appro- 
priated funds. The information is intended to be kept up to date from “comple- 
ment notices” as they are issued, but is not maintained since the Control Unit 
records provide the desired information, 

4. Regional bureau control unit (accounting) maintains card file setting 
forth authorized positions for obligating funds. This is originally set up each 
year and is kept up to date by posting “complement notices” information issued 
by the post management personnel, 

5. Regional bureau post management units (area analysts) maintain com- 
plement information from the periodic FS—351 reports from the field, posting in 
pencil as complement notices are issued, 

6. Regional bureau personnel section maintains complement information from 
periodic FS-351 reports and posts in pencil changes as advised by the area 
analysts. 

The present procedures in the determination of staffing patterns differ by each 
regional bureau. A composite picture of the general procedure followed is set 
forth in the flow chart, Establishment of Staffing Pattern (exhibit 2). 


Personnel placement 

The authority for assignment of Foreign Service personnel is presently with 
the Office of Personnel, which is responsible for placing the right man in the 
right job at the right time. The Foreign Service Area Placement Units in the 
Personnel Operations Division are charged with this task, which involves recon- 
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ciling long-range career needs of the Foreign Service for developing well-rounded 
officers with the short-range needs for filling particular positions. 

The authority for obligating funds for payment of American Foreign Service 
salaries is presently with the regional bureaus, who may utilize such funds 
for other purposes in the event of savings in American Foreign Service salaries. 

There currently exist a number of separately controlled records of American 
Foreign Service personnel assigned to foreign posts. The statistics in these 
records are obtained from varying source documents, and the different versions 
are frequently difficult to reconcile. Following are examples of the personnel 
records kept in the Bureau of European Affairs and the Office of Personnel: 

1. PER’s Records Unit prepares monthly an IBM run of all Foreign Service 
personnel by location, copies of which are provided to all interested parties in 
PER, the regional bureaus, OBR, OF, and others. However, the IBM run is 
not used as a basic record by anyone because of its inaccuracies and its failure 
to represent current conditions. 

2. PER/PO Foreign Service placement areas maintain card and/or cuff records 
of the location of people to which changes are posted as FS—353’s are written and 
TM’s are prepared or received. 

8. Regional Bureau Control Unit (accounting) maintains an official ledger 
of people charged to each post. This is kept up to date from FS-349 copies. The 
IBM monthly personne! listing is used only as a check on FS—349’s that may not 
have been referred to the Control Unit. 

4. Regional Bureau Post Management Units (area analysts) maintain per- 
sonnel information on the location of people from the periodie FS—351 reports 
from the field, posting changes in pencil as they learn of them through personal 
correspondence. 

5. Regional Bureau Personnel Section maintains personnel information on 
location of people from the periodic FS—351 reports from the field, posting 
changes in pencil from copies of travel messages received. 

The present procedures in the placement of American Foreign Service per- 
sonnel differ with each of the Foreign Service Placement Area Units. A com- 
posite picture of the general procedure followed is set forth in the flow chart, 
“Personnel placement operation” (exhibit 3). 


CONCLUSIONS 


Staffing patterns—foreign posts 

1. Present procedures result in the establishment of unrealistic staffing pat- 
terns for foreign posts, since approximately one-fourth of the American Foreign 
Service positions at a foreign post are vacant at any given time. 

2. There is a need to establish staffing patterns which clearly define those 
personnel needed at a post at any one time and to establish separately the man- 
years involved with personnel needed in transit to meet statutory, training, and 
emergency requirements, thus assuring that post complements will be filled at 
all times. 

3. The establishment of staffing patterns for effective post complements to con- 
form with the allotted funds for salaries and the particular requirements ex- 
pressed by the appropriate functionally responsible units of the State Depart- 
ment and other Government agencies is the logical function of each regional 
bureau, which is basically responsible for operations in its area and closer than 
any other departmental unit to the current needs of its posts. 

4. The establishment of Foreign Service positions necessary to comply with the 
rotation, home leave, medical and emergency leave, training, consultation, and 
travel requirements of the Foreign Service and to assure the filling of post com- 
plements at all times is a logical function of the Office of Personnel, which should 
have the authority and responsibility for manning the staffing patterns established 
by the regional bureaus. 

5. The present classification code system for Foreign Service personnel is not 
adequately descriptive of organizational location, nor is it uniformly applied 
to all regional bureaus so as to enable central compilation of a useful official 
record of established positions. 

6. There is a need to eliminate the varying staffing pattern records now main- 
tained and to establish a continuous and official record of positions that is accu- 
rate, timely, and in a form useful to all parties interested in personnel matters. 


64302—56—pt. 1——26 
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Personnel placement 


7. At the present time, the regional bureaus have responsibility for the salary 
funds that enable payment of people within the staffing patterns of their posts, 
whereas the Office of Personnel has responsibility for placing the people within 
these staffing patterns. This division of responsibility for salaries and authority 
for placement of American Foreign Service personnel is one of the principal causes 
of inefficiencies in the personnel placement operation. 

(a) Under this arrangement, after the staffing patterns have been established, 
the regional bureaus’ control of salary funds gives them no assurance of having 
these funds used properly, since the staffing patterns may be undermanned or 
overmanned in accordance with the Office of Personnel’s efficiency of placement 
operations. 

(b) On the other hand, the fact that each regional bureau does presently have 
responsibility for these salary funds hampers the Office of Personnel in making 
the inevitable adjustments that become necessary in order to use people most 
effectively. The control of funds, in effect, provides the regional bureaus with 
arbitrary power to block certain transfers or assignments. 

(c) Frequently, the movement of personnel, which may be mutually agreed 
upon as desirable movement from the standpoint of the most efficient utilization 
of the people involved, may be held up because of each regional bureau’s budgetary 
desires to minimize salaries charged against its allotment. In an overall analysis, 
such hindrance to the personnel placement operation is entirely unnecessary 
since all American Foreign Service personnel continue to receive their regular 
salaries regardless of the overobligated or underobligated status of the various 
bureaus’ separate allotments for American Foreign Service salaries. 

(d) Since the regional bureaus may transfer the use of funds allotted for 
American Foreign Service salaries to other purposes within their respective areas 
of operations (or vice versa) without advance consultation of the Office of Per- 
sonnel, the requirements for American Foreign Service personnel recruitment and 
placement activities are constantly shifting; thus, sufficient time is not provided 
for the Office of Personnel to adjust recruitment and placement plans to conform 
with this ever-shifting base. 

(e) Reconciliation of this situation of a division of responsibility for salaries 
and authority for placement of American Foreign Service personnel is a prime 
requisite to establishing an efficient personnel management program. 

8. There is a need to eliminate the varying personnel records now maintained 
and to establish a continuous and official record of personnel that is accurate, 
timely, and in a form that is useful to all parties interested in personnel matters. 
The present IBM monthly roster is inadequate as to its timeliness, correctness of 
facts, and organizational form. 

(a) Source documents for the IBM run are delayed in reaching the key-punch 
operator. 

(b) The source information from the FS-349’s, with particular reference to 
the effective date, is often inconsistent with the facts. 

(c) This roster is not accurately prepared, nor is it submitted within the 
time necessary to make it useful, because of the quantity and quality of IBM 
personnel assigned to compile the statistics. 

(d) The existence of individual records kept by each interested party indi- 
cates that the IBM post roster does not fill operating requirements. 

(e) The listing of personnel is alphabetically by post instead of by mean- 
ingful classification code numbers which show function and organizational 
location within each post, which fact minimizes the usefulness of this list for 
the purposes of both post management and personnel placement. 

9. The present administrative aids and procedures for placement of American 
Foreign Service personnel are not adequate to permit the Office of Personnel 
to exercise proper control of the career development aspects of placement opera- 
tions and to assure prompt assignments in conformance with current require- 
ments of the Service. Evaluation of the steps in the present placement opera- 
tion (exhibit 3) is as follows: 

(a) Preliminary advice to the post of eligibles for rotation—This quar- 
terly list is not consistently prepared sufficiently in advance to enable proper 
planning, although it is being prepared by some of the Foreign Service placement 
section area units in PER and by some of the personnel sections in the regional 
bureaus. There is a lack of information in the hands of the PER personnel 
placement units with respect to the most current personal and post preferences 
and requirements regarding those people eligible for rotation in the immediate 
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future. Without this current information, there exists the likelihood that PER’s 
individual plans for transfer and rotation will be subject to frequent last-minute 
changes. 

(b) The panels’ availability and vacancy lists —These lists do not contain all 
the pertinent information necessary for the proper placement operation, stnce 
they do not include estimated dates of availability and vacancies, the func- 
tional qualifications of personnel, or the functional requirements of positions. 

Estimated dates are essential to proper planning. Realistically, there should 
be set up a position vacancy date at the estimated time a man will leave a post 
and a personnel availability date of approximately 3 months later to allow for 
travel, home leave, and consultation, as may be the case. 

The listing of functional qualifications of personnel and requirements of po- 
sitions is essential since it is through this information that the proper man can be 
placed in each vacancy. This information could be listed readily if there were 
in existence an experience and qualifications summary sheet for personnel and 
a meaningful classification system for positions. 

These basic lists should be prepared automatically through the use of tabu- 
lating equipment or other more efficient methods, rather than solely from the 
advice of individual placement officers 

(c) Panel meetings —The weekly panel meetings between all area heads are 
useful and desirable. However, more effective utilization of time could be had if 
better lists were prepared as described above and if the head of the panel pre- 
pared in advance a specific agenda which highlighted the questions to be raised. 

The totaling of the availability and vacancy lists overall, by function and by 
area, would allow these panel meetings to consider the overall requirements of 
the Foreign Service as a basis for short- and long-range planning and for coor- 
dination with recruitment and training activities. 

(d) Foreign Service Placement Section’s personnel control records.—Each 
unit keeps different types of control records whose accuracy and timeliness vary. 
In some instances, there are not sufficient personnel available in these units 
to keep the DS—986’s posted up to date, and in others either the personnel are 
not sufficiently familiar with the procedures or the source information is not 
made available to them. 

(e) Official personnel files—The addition of an experience and qualifications 
summary sheet similar to DS—935 would be useful in providing a handy, overall 
picture of an individual’s previous positions and capabilities for anyone desiring 
to analyze the file. 

(f) Placement summary sheet (DS-959).—The preparation of the placement 
summary sheet could be facilitated or possibly eliminated by the addition of 
the experience and qualifications summary sheet. At the present time, insuffi- 
cient attention is given, particularly in the case of the panel B personnel, to 
the preparation of the placement summary sheet. One of the major problems 
in this regard is the lack of sufficient personnel in placement units to do a 
complete evaluation of each individual's file as the person comes up for transfer. 

(g) Consultation with interested parties—At the present time, both the 
lack of personnel in PER’s placement units and the regional bureaus’ inde- 
pendent personnel activities have retarded the effective consultation of inter- 
ested parties on the qualifications of each person being considered. The present 
situation is characterized by considerable bickering between the regional bureaus 
and the PER placement units over the relative responsibilities of each, as well 
as over individual proposed actions. 

There is a need to define clearly the responsibility and function of each 
party involved and to institute strict requirements regarding consultation on 
all appropriate personnel matters. 

(h ) Personnel action worksheet (FS-358).—Indication of the best estimated 
effective date on this document is vital. At the present time, such an esti- 
mation usually is not made. The absence of this is one of the fundamental 
causes of the inaccuracy of the FS-349 and the monthly IBM postroster list, 
—s be: resultant budgetary arguments between the regional bureaus and PER. 

Be i ecurity clearance.— The procedure of requesting security clearances for 
Present Foreign Service personnel only after determination of a man’s transfer 
has been made has caused serious delay in the personnel placement process. 
It would be far more desirable if requests for security clearances were made 
well in advance of the man’s anticipated personnel action date. This should 
allow sufficient time for the security unit to render an opinion prior to his listing 
on an availability and vacancy list. ; 
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Eventually, after the present backlog of security clearances has been wiped 
out and everyone in the Foreign Service has been properly investigated, the 
present problem of delays in the personnel placement process due to security 
investigation should be minimized. The bringing up to date and the reevaluation 
of an employee’s security clearance should take place only on such occasions 
as tentative promotion action, receipt of questionable information regarding a 
man’s character, or after a stipulated length of time has elapsed. 


(j) Preparation of travel messages.—At the present time, insufficient use is 
made of the TM-—1, which is a mesasge from the Department to the post re- 
questing information as to an employee’s estimated time of departure and 
cost of travel. In the absence of this information and in the absence of the 
preliminary OM to the post on eligibles for rotation, plans are frequently 
changed for legitimate reasons, as a result of information from the post, after 
the official action (FS-349) has been prepared. 

Also, there is presently a lack of discipline in the post’s compliance with 
TM-—4’s and TM-7’s in that the person in question is often prevented for one 
reason or another from complying promptly with the others. This situation has 
to be corrected in order to enable the personnel placement program to operate 
effectively. 

(k) Foreign Service transactions unit.—The proper preparation and the rapid 
dissemination of the FS-349 are fundamental to obtaining accurate placement 
statistics. At the present time, in line with the previous comments regarding 
the IBM postroster-and the personnel action worksheet (FS-853), the effective 
date placed on the FS-349 is not realistic. It is usually the date of typing of this 
document, which date may be either considerably in advance of the actual trans 
fer or after the fact; but it seldom, if ever, coincides with the actual date. 

(1) Supervision of personnel placement procedures.—There is presently in- 
adequate supervision of existing placement procedures to assure their being 
carried out and to make possible their improvement. 





Staffing requirements—PER and regional bureaus 

10. Although there are some highly qualified people in PER, its present staff 
is generally inadequate in both numbers and technical competence to accomplish 
its personnel placement task. 

11. There are personnel in the Executive Director’s Offices of the regional bu- 
reaus who are performing placement activities that should be performed solely 
by the Office of Personnel. 


RECOM MENDATIONS 


Staffing patterns—foreign posts 


1. Each Regional Bureau should annually establish post staffing patterns based 
on the number of Foreign Service personnel who are needed to operate the posts. 
This should be accomplished in collaboration with all appropriate functionally 
responsible units in the State Department and other government agencies, and 
in conformance with the allotted funds for salaries. 

2. The Office of Personnel should annually establish, in conformance with the 
allotted funds for salaries, the man-years required to meet statutory, training, 
and emergency replacement factors which are necessary to keep the post staffing 
patterns filled at all times, exclusive of round-trip home leave, local annual leave, 
and limited sick leave factors. 

3. The Office of Personnel should improve its classification system for Foreign 
Service personnel, making it uniformly applicable to all posts by outlining stand- 
ardized numerical descriptions (codes) for functions and organizational units. 

4. The Office of Personnel should compile and maintain an accurate and timely 
Foreign Service position inventory, utilizing the appropriate tabulating equip- 
ment, as feasible, to serve as the official record for the Department and for the 
primary use of PER in personnel placement and planning. 


Personnel placement 


5. All regional bureaus’ American Foreign Service salary and allowance 
allotments and the Office of Personnel’s “statutory, training, and emergency 
replacement” (“in transit’) salary allotment should be placed under the obli- 
gation authority of the Office of Personnel. 

6. The Office of Personnel should compile and maintain an accurate and timely 
Foreign Service personnel inventory, utilizing the appropriate tabulating equip- 
ment, as feasible, to serve as the official record for the Department, indicating 
present personnel assignments through the same numerical classification descrip- 
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tion (code) developed for the position inventory, as well as indicating personnel 
yualification data. ; : . : = 

7. The Office of Personnel should establish and maintain uniform administra- 
tive aids and procedures in order to exercise better control of the career develop- 
ment aspects of placement operations and to assure prompt assignments in con- 
formance with the current requirements of the Service. This involves the estab- 
lishment of the following procedures : 

(a) The preliminary advice to the post of eligibles for rotation should be 
utilized in advance of preparation of availability and vacancy lists. 

(b) The panels’ availability and vacancy lists should be prepared auto- 
matically, utilizing the appropriate tabulating equipment, as feasible, and 
should be organized to include: 

Estimated dates of availability of personnel; estimated dates of vacancies of 
positions: Information to be derived from posts’ responses to the preliminary 
advice of eligibles for rotation previously sent out by PER. 

Functional qualifications of personnel: Information to be taken from an 
experience and qualifications summary maintained by PER (see (¢) below). 

Functional requirements of positions: Information to be taken from the posi- 
tion inventory to be established by PER, which utilizes the improved numerical 
classification system. 

(c) The placement panels should give both short- and long-range considera- 
tion to overall availabilities and vacancies by functions and organizational units, 
and coordinate their planning with recruitment and training requirements for 
the guidance of the Employment Division and the Foreign Service Institute. 

(d) Foreign Service placement area personnel control records should be 
standardized. 

(e) There should be established and continuously maintained in each official 
file a usable experience and qualifications summary sheet similar to DS—935. 

(f) There should be exercised closer supervision over the area placement offi- 
cers to bring about effective consultation of all interested parties in the case of 
ach personnel action. 

(g) The personnel action worksheet (FS-353) should be prepared with a 
realistically estimated effective date based on the plans for transfer of per- 
sonnel which were developed in accordance with the posts’ responses to the 
preliminary advice of eligibles for rotation previously sent out. 

(h) Requests for security clearances, where required, should be made suffi- 
ciently in advance of the anticipated personnel action date to allow sufficient 
time for the security unit to render an opinion prior to a person’s being placed 
on an availability and vacancy list. 

(i) The Office of Personnel should assure the posts’ adherence to instructions 
contained in travel messages. 

(j) The official personnel action (S-359) should be prepared in accordance 
with the information on the FS—853, indicating particularly the estimated 
effective date of the personnel action. The distribution of the No. 3 copy of 
the FS-349 should be expedited to assure prompt inclusion of personnel action 
information on the monthly post roster. 

(k) The Division of Personnel Operations should administer the improved 
personnel placement procedures set forth in the accompanying flow chart (ex- 
hibit 3), as well as the procedural recommendation of 7 (h) above, which is 
not shown on the chart. PER should periodically evaluate the effectiveness of 
these procedures in order to make changes as required. 

Staffing requirements—PER and regional bureaus 

8. The Office of Personnel should determine its staffing requirements needed 
to conduct the recommended management inventory control—Foreign Service 
project, and it should provide giudance to the regional bureaus in determining 
their staffing requirements needed to carry out the regional bureaus’ part in 
this project. 

9. The Office of Personnel should be given full responsibility and authority 
to carry out the recommendations of the management inventory control—Foreign 
Service project as soon as it has adequate personnel to discharge this 
responsibility. 
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IMPLEMENTATION 
AprIL 16, 1954. 


Memorandum for: Mr. E. T. Wailes, Assistant Secretary for Personnel and 
Administration. 

From: Jefferson W. Asher, Jr., Robert Heller & Associates, Inc. 

Subject: Implementation of first five recommendations set forth in the manage- 
ment inventory control (Foreign Service) project of the personnel manage- 
ment program. 

Following is a summary of the sequential steps necessary to implement the first 
five recommendations regarding the management inventory control (Foreign 
Service) project of the personnel management program: 

1. The Deputy Assistant Secretary—Personnel should be given the responsi- 
bility and authority for seeing that the recommendations are carried out. 

2. PER’s budget and fiscal staff (Henry C. Boudreau and Ernesto Colantonio) 
with the active advice and assistance of the Foreign Service Placement Branch 
of Per/PO (Howard P. Mace) and PER’s communications, records, and reports 
staff (Hampton Davis), aided by the tabulating equipment specialist (Wills 
Woodward), should prepare the forms and procedures for PER’s developing and 
recording the in-transit complement, setting forth the factors for determining 
by regional bureau (built up by experience data insofar as it is practical) the 
man-years necessary to accommodate home leave, medical and emergency leave, 
training, consultation, travel, and any other appropriate requirements. 

3. The Foreign Service Classification Branch of PER/COM (Harold A. 
Chastka) with the active advice and assistance of the Foreign Service Placement 
Branch of PER/PO (Howard P. Mace) and PER’s communications, records, and 
reports staff (Hampton Davis), aided by the tabulating equipment specialist 
(Wills Woodward), should prepare the classification codes, forms, and proce- 
dures for the regional bureaus’ developing and PER’s recording the effective 
complement for each post, based on the number of American Foreign Service 
personnel who are needed to operate the post. In addition to this, codes, forms, 
and procedures should be provided for the regional Bureaus’ developing and 
PER’s recording the local complement for each post. 

4. The Deputy Under Secretary for Administration should issue the accom- 
panying memorandum, labeled “Draft A,” directing the regional bureaus and all 
others concerned to carry out the recommendations. 

5. The Deputy Assistant Secretary—Personnel and his appropriate subordi- 
nates (as noted in Steps 2 and 3) should meet with the Director of OBR and his 
appropriate subordinates to discuss fully the division of the anticipated appro- 
priated and the estimated reimbursement funds for 1955 for American Foreign 
Service salaries between the effective and in-transit complements, including a 
preliminary discussion of the budgetary procedural changes and the budgetary 
personnel transfers involved in the recommendations. 

6. The Director of OBR should assign a representative to cooperate with PER 
and the regional bureaus in properly dividing the anticipated salary funds and 
in putting into effect the new budgetary procedures, as well as in determining 
and effecting the transfer of certain regional bureau budget personnel to PER. 

7. The appropriate personnel from PER and OBR should meet with the 
regional bureaus’ executive directors and budget officers to discuss fully the 
factors and forms to be used as well as the procedures to be followed in carrying 
out the recommendations. 

8. The budget officer of each regional bureau, under the guidance of his 
executive director, should direct the development of the effective complement 
by the appropriate administrative and substantive personnel in his bureau for 
each post within the area, using the factors, forms, and procedures provided 
and agreed upon by PER. 

9. The budget and fiscal staff of PER should develop the in-transit complement 
by geographic area. 

10. The Director of OBR should review the total American Foreign Service 
salaries by regional bureau that have been developed for the effective comple- 
ments and the in-transit complement; and, after proper consultation with the 
interested parties, he should adjust and approve the American Foreign Service 
salary (and alowance exclusive of representation allowance and official residence 
funds) allotments for the effective complements by regional bureau and for the 
in-transit complement as a whole. 

11. The executive officer of PER should see that the information developed 
on the effective and in-transit complements is properly recorded. 
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12. PER should prepare appropriate monthly reports of the official position 
inventory by post and should provide sufficient copies to all appropriate parties. 

13. The executive officer of PER, working closely with the appropriate officers 
in the regional bureaus, OBR, and other functional offices, should determine the 
number and type of personnel needed to maintain the classification records and 
American Foreign Service salaries and allowances records in PER. 

14. Upon OBR’s approval of the departmental allotment adjustments involved, 
the Deputy Assistant Secretary—Personnel, working with the executive directors 
of the regional bureaus and other appropriate offices, should see that the proper 
personnel moves are made to conform with the transfer of functions. 

15. The Director of OBR should place all regional bureaus’ American Foreign 
Service salary and allowance allotments and the PER in-transit complement 
salary allotment under the obligation authority of PER. 

16. The Director of OBR, upon consultation with the regional bureaus and 
PER, should establish formal procedures for adjustment of salary and allowance 
allotments as a result of any revisions of effective or in-transit complements that 
are necessary during the year. 


DRAFT A 


APRIL 16, 1954. 

Memorandum for: 

Mr. Henry F. Holland, Assistant Secretary for Inter-American Affairs. 

Mr. Livingston T. Merchant, Assistant Secretary for European Affairs. 

Mr. Walter S. Robertson, Assistant Secretary for Far Eastern Affairs. 

Mr. Henry A. Byroade, Assistant Secretary for Near Eastern, South Asian, 
and African Affairs. 

Mr. Edward T. Wailes, Assistant Secretary for Personnel and Administra- 
tion. 

From: Thruston B. Morton, Acting Deputy Under Secretary of State for Admin- 
istration. 

Subject : Establishment of staffing patterns for foreign posts and definition of the 
authority for obligation of American Foreign Service salaries and allow- 
ances, 

There presently exists the need to establish foreign post-staffing patterns 
which more clearly define those personnel needed at a post at any one time (i. e., 
the effective complement), and to establish separately the man-years involved 
with personnel needed in transit to acommodate home leave with transfer, med- 
ical and emergency leave, training, consultation, and travel requirements (i. e., 
the in-transit complement). Such definitions should serve as basic tools in assist- 
ing the regional bureaus in post management and the Office of Personnel in 
personnel placement. 

The regional bureaus, PER, other appropriate offices, and OBR should imme- 
diately convene to give first attention to the division of the anticipated appro- 
priated and the estimated reimbursable funds for 1955 for American Foreign 
Service salaries between the effective and in-transit complements. A tentative 
overall guide to be used in the discussion of this matter is that of the total antic- 
ipated salaries of American Foreign Service personnel at foreign posts— 
approximately three-fourths of the salaries should be for the effective comple- 
ment and approximately one-fourth of the-salaries should be for the in-transit 
complement. This ratio is being reviewed for its accuracy and should be the 
initial topie for discussion. 

The following steps are to be accomplished as soon as possible, and no later 
than July 1, 1954, so as to permit establishment of an accurate position inventory 
by PER for use during fiscal 1955: 

1. In keeping with the regional bureaus’ responsibilities for post manage- 
ment, each regional bureau will establish post-staffing patterns based on the 
number of Foreign Service personnel who are needed to operate the posts. This 
should be accomplished in collaboration with all appropriate functionally respon- 
sible units in the State Department and other Government agencies and in 
conformance with the anticipated allotted funds for effective-complement sal- 
aries, 

2. In keeping with PER’s responsibility for managing personnel placement, 
PER will establish, in conformance with the anticipated allotted funds for 
in-transit complement salaries, the man-years required to meet statutory, train- 
ing, and emergency replacement factors which are necessary to keep the post- 
Staffing patterns filled at all times, exclusive of round-trip home leave, local 
annual leave, and limited sick-leave factors. 





402 ADMINISTRATION OF OVERSEAS PERSONNEL 


3. PER will revise its classification system for Foreign Service personnel, 
making it uniformiy applicable to all posts by establishing standard numerical 
codes for functions and organizational units, which codes will be used by all 
regional bureaus. 

4. PER will compile and maintain an accurate and timely Foreign Service posi- 
tion inventory to serve as the official record for the Department. 

5. All regional bureaus’ American Foreign Service salary and allowance 
allotments and the PER in-transit complement salary allotment will be placed 
under the obligation authority of PER. 

The final step (No. 5 above) shouid be taken only after PER has been provided 
with the necessary personnel, This involves transfer of certain personnel from 
the Offices of the Executive Directors in the regional bureaus to PER and should 
be accomplished by July 1, 1954. Formal procedures should be established for 
adjustment of salary and allowance allotments as a resuit of any revision of 
effective or in-transit complements occurring during the year through agreement 
between the regional bureau concerned and PER with the approvai of OBR. 

Action office to implement this directive in the Office of Personnel, which 
will provide both the forms and procedures for implementation. 

APRIL 16, 1954. 

Memorandum for: Mr. BE. T. Wailes, Assistant Secretary for Personnel and 
Administration. 

From: Jefferson W. Asher, Jr., Robert Heller & Associates, Ine. 

Subject: Implementation of recommendations 6 through 9 set forth in the man- 
agement inventory control (Foreign Service) project of the personnel man- 
agement program. 

Following is a summary of the sequential steps necessary to implement recom- 
mendations 6 through 9 regarding the management inventory control (foreign 
Service) project of the personnel management program ; 

1. The Deputy Assistant Secretary—Personnel should be given the responsi- 
bility and authority for seeing that the recommendations are carried out. 

2. PER should determine the number of additional personnel necessary in 
the Foreign Service Placement Branch in order to handle the workload imposed 
by the placement procedures as outlined in the recommendations. 

3. The Deputy Assistant—Personnel should, after obtaining OBR’s approval 
for an increased allotment of funds to PER, as determined in 2 above, see 
that the necessary personnel are added to the Foreign Service Placement 
Branch. 

4. The Deputy Under Secretary for Administration should issue the accom- 
panying memorandum, labeled “Draft B,” directing the Office of Personnel to 
compile and maintain a Foreign Service personnel inventory to serve as the 
official record for the Department. 

5. The appropriate personnel in PER and the regional bureaus should meet 
to discuss and agree upon the development of forms and procedures for com- 
pilation of Foreign Service personnel records that will be mutually useful and 
will eliminate unnecessary duplication of the Foreign Service personnel records. 

6. PER and the executive director’s offices of the regional bureaus should 
develop the reporting form for a Foreign Service personnel report by post and 
by “in transit” activity. 

This report should improve upon the present IBM post roster and should 
be prepared by PER and provided to all appropriate parties in conjunction 
with the official “position inventory” by post. It should set up “effective com- 
plement” by organizational unit within each post, utilizing the newly estab- 
lished classification codes. 

7. PER should develop and institute procedures to assure accurate recording 
of personnel action information on the FS-355 and FS-3849 as well as to assure 
the timely submission of completed FS-349’s, TM’s, and residence and dependency 
reports to the tabulating unit as source documents for developing and maintain- 
ing certain Foreign Service personnel information, such as home leave eligibility 
rosters. 

8. The Personnel Operations Division of PER should refine the present admin- 
istrative procedures in the Foreign Service placement process (in addition to 
step 7 above), establishing and maintaining additional tools to exercise better 
control of career development and to assure prompt assignments in conformance 
with current requirements. These refinements involve accomplishment of the 
following: 
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(a) The head of each Foreign Service placement area unit should utilize the 
preliminary advice to the post of eligibles for rotation in advance of preparation 
of availability and vacancy lists. 

(bd) PER should develop the form and procedures for preparing the panels’ 
availability and vacancy lists, which should include: 

Estimated dates of availability of personnel; estimated dates of vacancies 
of positions: Information to be derived from posts’ response to the “Pre- 
liminary advice of eligibles for rotation” previously sent out. 

Functional qualifications of personnel: Information to be taken from 
“Experience and qualifications” summary (see (e) below). 

Functional requirements of positions (including “in transit” positions 
such as training assignments, et cetera): Information to be taken from the 
position inventory to be established, utilizing the improved numerical classi- 
fication system. 

(c) The Chief of the Foreign Service Placement Branch of PER/PO (Howard 
P. Mace) should see that the placement panels give both short-range and long- 
range consideration to overall availabilities and vacancies by functions and 
organizational units, coordinating their planning with recruitment and training 
requirements for the guidance of the Employment Division and the Foreign Serv- 
ice Institute. 

(d) The Chief of the Foreign Service Placement Branch of PER/PO (Howard 
P. Mace) should see that each of the area personnel control records and proce- 
dures are standardized. 

(e) The Chief of the Foreign Service Placement Branch of PER/PO (Howard 
P. Mace), aided by the Chief of the Performance Evaluation and Employee Rela- 
tions Branch of PER/PO (Fred Darnell) and the head of the communications, 
records, and reports staff (Hampton Davis), should develop an “Experience and 
qualifications” summary sheet similar to DS—935 for each Foreign Service officer, 
which sheet should be put into operation as soon as is practicable and contin- 
uously maintained in each official file. 

(f) The Chief of the Foreign Service Placement Branch of PER/PO should 
institute controls to assure the proper consultation of all interested parties in 
the case of each personnel action by the area placement officers. 

(7g) The Chief of the Foreign Service Placement Branch of PER/PO (Howard 
P. Mace) should see that requests for security clearances, where required, are 
made sufficiently in advance of a person’s anticipated personnel action date to 
allow sufficient time for the security unit to render an opinion prior to a person’s 
listing on an availability and vacancy list. 

(h) The budget and fiscal staff of PER should institute controls to assure the 
posts’ prompt compliance with the travel message system. 


DRAFT B 


Aprit 16, 1954. 
Memorandum for: 
Mr. Henry F. Holland, Assistant Secretary for Inter-American Affairs. 
Mr. Livingstont T. Merchant, Assistant Secretary for European Affairs. 
Mr. Walter S. Robertson, Assistant Secretary for Far Eastern Affairs. 
Mr. Henry A. Byroade, Assistant Secretary for Near Eastern, South Asian, 
and African Affairs. 
Mr. Edward T. Wailes, Assistant Secretary for Personnel and Administra- 
tion. 
From: Thruston B. Morton, Acting Deputy Under Secretary of State for Admin- 
istration. 
Subject: Establishment of a Foreign Service personnel inventory. 

There presently exists the need to eliminate the varying Foreign Service 
personnel records now maintained by different units in the Office of Personnel 
and the regional bureaus and to establish a continuous and official record of 
Foreign Service personnel that is accurate, timely, and in a form that is useful 
to all interested parties. 

The Office of Personnel should meet with the regional bureaus to discuss 
and agree upon the development of forms and procedures for compilation of 
Foreign Service personnel records that will be mutually useful and will elimi- 
nate unnecessary duplication of the Foreign Service personnel records. 

On the basis of the discussions in the course of this meeting, the Office of 
Personnel will compile and maintain an accurate and timely Foreign Service 
personnel inventory, utilizing mechanical equipment if feasible, to serve as 
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the official record for the Department, indicating present personnel assign- 
ments through the same numerical classification description (code) previously 
developed for the position inventory as well as indicating pertinent personnel 
‘qualification data when it can be developed properly. 


Exuisit 1 


Estimate of American Foreign Service personnel “off post” due to statutory, 
training, and emergency factors 





Minimum Maximum 
workdays workdays 
per year per year 


Bimple leave: 

1 to 3 years’ service—4 hours per 2 weeks..............-.-.....-.-------.- 

3 to 15 years’ service—6 hours per 2 weeks.__._- sdiicth itenin ty ha aipttie aad hetero 

15 years and up—8 hours per 2 weeks. .............--.------------------- 
Fiome lanve (6 Gaye wen 4: memes) oe edd ce sb cn ids ee een 15 15 
Reduction of accrued leave: Excess accrued leave over 30 days, maximum 


excess aro days, is to be reduced over a period of 10 years_--_--_- atti 0 Q 
Sick leave: 4 hours per 2 weeks, includes both limited and extended medical 
OO er as ee ctl Acid. Briere Sissel aid rita tape ge cuesgatdesy 0 13 
Travel (3 to 4 weeks every 2 to 3 years).........--- a a a acd ace 5 10 
Consultation (1 to 2 weeks every 2 to 5 years)_...........-..---------.-.---.- 1 5 
Training (averaged over 24 years’ service): 
Indoctrination—clerks, 2 weeks; FSO’s, 3 months............-....------ 
Intermediate—FSO-4’s and FSO-5’s, 4 months_.._.-..-....-..-------.-- 28 
Language/area/functional— FSO-4’s and FSO-5’s, 9 to 12 months...____- 
Advanced—War College, FSO-3’s, 9 to 12 months_.............-------.- 
TUITE ti -ocectiisinncnedsccanablacadembaedtiaiindent hodliabdseakeihGdiekdnn tah adenke 37 106 
seaieions cbapetitei ti cA iw iid trois a tan Ls Suen 7.4 21.2 
SONS OF IN ia oie schtne oben tenets cis nd Leb as Seek so utente 14.2 40.8 


Average perownt of a yeor “Ot DOS’. nc ncccencecscencmnsenecuccnenesece 27% 


EXxuisit C 


DEPARTMENT OF STATE Progress Report RELATING TO HELLER MANAGEMENT 
Survey Report, JANUARY 11, 1955 


‘COMMENTS ON MANAGEMENT SURVEY REPORT OF MAY 15, 1954, BY ROBERT HELLER & 
ASSOCIATES, PREPARED BY ASSISTANT SECRETARY I. W. CARPENTER, JR. 


Foreword 


Shortly after June 23, 1954, when the writer was sworn in to his present posi- 
tion as Assistant Secretary for Personnel and Administration, the Heller report 
was given to him for study as one of the most important items on his agenda. 
After preliminary study and discussions with the A area staff, there were appar- 
ent differences of opinion pertaining to certain findings and recommendations 
listed in the report. The writer being new to the Department assigned a compe- 
tent Foreign Service officer to make a complete, independent, and objective study 
of the Heller recommendations and findings. The purpose of this review is to 
provide information as to (a) the action taken by the Department since receipt 
of the report and (b) the current status of the savings effected. This review 
was completed on October 4, 1954. 


Background 


Information in the files indicates that former Under Secretary for Administra- 
tion Donold Lourie initiated the action to bring Robert Heller & Associates to 
the Department for this survey. The basic reason for employing an outside firm 
of management consultants was to find ways and means of carrying on the admin- 
istrative procedures within the drastically reduced funds which had just been 
cut by Congress by some 20 percent. It seemed proper to employ an outside 
independent, experienced management firm, not biased by any respect for tradi- 
tion, to view the facts and to make recommendations where the departmental 
operations could be made more efficient and economical in line with the amount 
of funds appropriated. Accordingly, a contract was signed and work was 
commenced on July 13, 1953. Robert Heller & Associates were retained until 
November 30, 1953, and later the arrangement was extend to May 31, 1954. 
Services to be rendered to the Department in the initial contract, as well as 
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staffing pattern records and 
tentative financial plen, 
pated funds available with 
ing cost and staffing re- 

i suggests necessary ad just- 
fing patterns after consul- 
1 parties concerned. 


Onsallaliow 


——— a _—__ ae 





Work sheets showing 
suggested changes in 
staffing patterns. 





DM or regional circular 

ng suggested changes to 
attaching appropriate 

s, if post recommendations 

e staff reductions had not 

sted previously for use in 

yp preliminary changes. 








pattern records 








opy of OM froa post to 
placement officer with 
st's corrected work sheet. 


bpy of work sheet as 
prrvected by post. 


“+O-— +tC 


<eU 


When appropriation 

bill has passed 

and reiabursesents 

have been estinated, 

issues DS-101), 
fy Allotment authority, 

to each Regional 
Bureau, giving total 
funds available. 
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ESJABL 


Revises Financial Plan in teras 
of final allotment of funds. 


~— Revised Financial Plan 





Cor sulTalad 
O--—.0eii ee 


& 







Budget Officar reviews and approves 
distribution of funds and ad just- 


€ ments in staffing patterns. 


<eO 


{ 
Budget Officer approves and 
signs DS-150 


——________;— ——~aniheaieinn oneal 


a Initials Ou 


Exuisit 2—Continued 


STABLISHMENT oF STA FFIN G FATTERN 


Works out final distribution of 
funds by objects and by costs 
chargeable to S&E and reimbursements. 


ee 


Reviews post recommendations on changes 
in staffing pattern in light of revised 
firancial plan and determines final ad- 
Justments in consultation with all 
parties concerned. 


Desk copy of staffing 
pattern record. 











Preparfs OM notifying post of changes 
in appfoved staffing pattern, assign- 
ing a Regional Bureau position number 
or obtaining a position nunber froa 
PER/CO for each new position. 











em 


Makes appropriate ledger 
entries end files DS-1611 
in allotment control book. 


Totals figures on dis- 
tribution of funds and 
authorized complements 
for region. 


™ Suamary 
Te fais totals 








eel 


Prepares DS-150, Advice 
of Allotment, advising 
post of funds available 
and total American and 
locel complement 
authorized. 


DS. 
so . 
Enters DS-150 on DS-223, 


Appropriation Control 
Ledger. 


LYS 
x23 








Qe pe a 

















Exarerr ?—Continned 


ESTABLISH!” OF 9 Srageyne PUTTER 





’ —__—_— ll ——— — 4 
i} 
i it Wakes appropriate ledzer 
ann haunts entries end flees PS-161) 
] fn “altot#ent contro) book 
1] 


/ 
a / 


}, 
Li Works out fincl distrivttion of Ye ’ 
Vv 


funds by v>)jeots and by costs ' 
cnargeab)- t S&l and Prefebursements. 





ry 


| 





| - 
pus cianiip <—neumbemein- eden aS aes +s a > 


Reviews pos. recommendations on changes 
in stafling patter in light of reviwed 
Tireancsieal pia. and detersines fina) «c- 
Justments i: sonsultation with «)) 
pewties concemed. 


Totals firzures on atk. 
ay tribution of funds hid 
nuthorized cop] enents 
for region. | 





| 
| 
i ' 
| ¥ Desk sap) of staffing —— 
patter record. i Sucme ry 
totals 


H 
~ As 


—_—_  — TTT 


Preparts Gi notifying post of changes 
in approved staffing pattem, aseigh= 
ing a Regional Bureau position nusber 
or obtaining @ position number free 
PER/CO for each new position. 





Prepares HS-150, Advice 
OF ALlotHent, avaitact 
poet OF Minds Arediabis 
ehd t6¢&) Abrican ane 
Leeeh eompleeent 

author ieed: 





a BHtere H5=150 on WS- 223, 
Apprépriation Cortrol 


& Ledger. 





: wale rs t e 
ns eppreved for 
o records i 
s 
' 









Exuisit 2—Continued 


ESABLISHMENT oF Szagryne FATTERN 
















Makes appropriate ledger 
entries end files DS-1611 
in allotment control book. 


Works out final distribution of 
funds by objects and by costs 
chargeable to S&E and reimbursements. 





——— eee 


Reviews post recommendations on changes 
in staffing pattern in light of revised 
firancial plan and determines final ad- 
Justments in consultation with all 

parties concemed,. 


Totals figures on dis- 
tribution of funds and 


authorized complements 
Se for region. 






Desk copy of staffing 
pattern record. 


voOwvrm 








Sunmary 
totals 
ee = os aT Te 3 
Preparés OM notifying post of changes Prepares DS-150, advice 
in approved staffing pattern, assign- of Allotment, advising 
ing a Regional Bureau position number post of funds available 
or obtaining @ position nunber froa and total American and 
PER/CO for each new position. local complement 
authorized. 








Enters DS-150 on DS-223, 
4 Appropriation Control 


Po Ledger. 


‘ 
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At request of Regior:i 
Bureau assigns tentativ. 
position numbers tc :.e« 
positions approved for 
post and records infor. 
mation available on 
positions in classifi- 
cation records. 


(/es¢ - 
Azc. |S Poreign Service 
Classification 


Records. 





Budget Officor reviews and approves 
distribution of funds and ad just- 
ments in staffing patterns. 









Budget Officer approves and 
signs DS-150 


= i 








ee 





& Initials cu 


a 
VV 


sesame Rae 
[[_—— 
<.. % 26/4 Fis 


\ staffing pattern. 


x 


LJ Bp casi 


Initials 


Stes eseseehsnstenststecenten 


Prepares P8445, rO- 
Sictaet. Ceseriptior, 
f - new ;2eition. 


i ee 8” ee an ss i le ee ae te ee cine, ] 





Desk copy of staffing 
pattern record. 


6 Re hy 
Hisesrts OM notifying post of changes 
in approved staffing pattern, assign- 
ing a Regional Bureau position number 
or obtaining @ position nunber froa 


PER/CO for each new position. 













Prepares memo to PER requesting 
assignaent of personnel to new 
positions. 








tribution of funds and 


authorized complements 
® for region. 








— 


Prepares DS-150, Advice 
of Allotment, advising 
post of funds available 
and total American and 
local complement 
authorized. 


a 


Enters DS-150 on DS-223, 
Appropriation Control] 


£3 Ledger. 
& Ds 
\/ 223 












Reviews post recommendations on changes 
in staffing patter in light of revised 
firancial plan and determines final ad- 
Justments in consultation with all 
parties concerned. 


Totals figures on dis- 
tribution of funds and 


authorized complements 
a for ragion. 


Desk copy of staffing 


¢ 
pattern record. 


“en, ies 
5 Summary 














Te fais totals 
On i ee ee 
ce oe aa —_ — —-____ —_——__ —— eee 
Preparés OM notifying post of changes Prepares DS-150, Advice 
in approved staffing pattern, assign- of Allotment, advising 
ing a Regional Bureau position number post of funds available 


or obteining @ position nunber froa and total American and 
PER/CO for each new position. local complement 
authorized. 


a 
rel} ay; 


Enters DS-150 on DS-223, 
Appropriation Control 


ve or 
- 
Vv 


LYS 
x23 





Prepares memo to PF? requesting 
assignaent of personnel to new 
positions. 

















At request of Regior.:i 
Bureau assigns tentativ: 
position numbers tc :.e4 
positions approved for 
post and records infor- 
mation available on 
ee ~() positions in classifi- 


cation records. 


(/ess - 

Azc. |S Poreign Service 
Classification 
Records. 


aT 


Receives infcrmation on 
new position. assigns 
te:.tative position no., 
employee for new functional title and 
positior (See classification lavel. 
Plasenent Operation Prepares OM to post re. 


Chart.) questing position de- 
scription for new po- 


sition submitted by 


post. 
rs 
Class. 
I 


To PER » & Ir 


Proceeds to select 









V i 
ree ae 
s 
CeAler files 
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Exuisit 2—C 


ESTASLISHIENT 0 


Enters information on classificati 
of new position in desk copy of st 
pattern record and files position 
scription for future use in revier 
work, briefing replacenents. 








Quarterly prepares new staffing 
record based on desk copy as ker 
date. including recapitulation t 
tion and source of funds and lis 
other agency personnel by progra 


Notes classifice- 
\ tion of new posi- 

tion in post 
\ . staffing records. 


a 


3 copies to each post March 31 and Sept 30 Fi Sains ee 


~ 


cHipit 2—Continued 


ch OTAFFING PATTERN 


assification 
scopy of staffing 
position de. 

in reviewing 
nts. 


hs 
V 


staffing pattern 
Py as kept up to 
vlation by func- 
is and listing of 


by progras. 


copies of 
/ pattern. 





Ve FEP M139, 
Center 


Reviews allocation 
of position and 
discusses any ques- 
tions with PER/cO 
classifier. Enters 
classification of 
position on area 
staffing records. 


Staffing pattern 
records. 


Prepares OM noti- 
fying post of 
allocation of 
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Al.ocates new position 
to class and functional 
title, confirms position 
nunter, and completes 
data on DS-960, Position 
Record Card, for hardez 
PS classification file. 


9556 
V 


Prepares memo to PER/PO 
area officer, advising 
of allocation of new 
position and transait- 
ting copy of position 
description. 


Mem — 
f 
| 


2| 


oe 





of new position in desk copy of sti 
pattern record end files position . 
scription for future use in review 
work, briefing rerlacenents. 


a Enters information on classificati: 
\ 


Notes clessifice- 
tion of new posi- 
tion in post 

staffing records. 


Quarterly prepares new staffing ; 
record based on desk copy as kept 
date, including recapitulation bj 
tion and source of funds and list 
other agency personnel by progras 


Hecto 35 copies of 
staffing pattern. 

Reviews and files tittle ae = 

for use in lieu of Copies quarterly =) 

previous staffing ry to R - SCa - REP Copies for Executive Director and Budget 

pattern. If va - DC/S - Agri- Officer for reference, also kept up-to- 

TNS aan Coma - Labor - date by area analyst. 

post reco : a 7A. 

RB staffing pattern, aes 

prepares OM notify- 

ing bureau and/or 


anasting aameeeh — desk copy up-to-date by refe: 
ther a 

pedir tobe = ee 1. Cozies of TY's 

t 2. PS-351 subnit‘ed by post Jun 

nade »b st. 

tails nade y po and Dec. 31. 
3. Correspondence with post. 

4. Discussion with PER/PO 

5. Teneral knowledge of changes 


3 copies to each post March 31 and Sept 30 








at} 








OR en, 


Aegean 





| 










j ; | i 2 i 
ir tee cieeetecae san he cemmekinansoanamaeth aa 
oa 
sification | 
py of staffing 
osition de- | 
n reviewing i 
8. Reviews allocation 
of position anc : | 
discusses any ques- \ 
tions with PER/CcO \ 
classifier. Enters 
classification of 
position on area 1 
staffing records. 
| | 
Staffing pattern 
records. 
Prepares OM noti- 
fying post of 
allocation of 


staffing pattern 
py as kept up to 
vlation by func- 
s and listing of 
by progras. 

copies of 

pattern. 

2 complete sets 
ROU ee | La 


Checks against classifi- 
a ? complete sets for 2 sets cation records 


Center 








2 special assistants 

and =p t> 4 copies Notes end 
of staffing pattern files 
for selected posts 


| 
to geographic desks. —) mention | 
@ by reference Classifi- | 
| } cation 

records | 

/ post June 30 | > 
. post. 
/PO 
of changes. 





























AREAS COonck YNFD WITH F 

Ferergh PER SCNNEL PLACEMENTS: EK ECUTIVE OF 
Regional Bureaus 

Service Fuwetienal Areas CommarcaTions, Records ¥ Reports tof A 


Post 






Cther Agercres 


BM Con ro! Feceras Lait er frle UmF 


Vrs r 


: ERE SES 
Two copies dis- : 
tributed in alternate 
months to Commeres 
and PI or SY and REP. 












. Prepares OM reply 
indicating avail- 
able personnel and 
replacement needs. 


V/ 


Regional Bureau file: 





j 


To FLEA 


Messa9 © 
CenYer 
7 Regional Bureau files with 
\ va Staffing Pattern Records. 








Pile Unit; 
Yesues Official Personnel Pile 
to "Vv" Area. 


foe wee 


‘le 


Exursit 3 | 





Exuisit 3 
DeparTmen 7 of State 
Personne! ManegemenT Pre ram 


Menage men 7 LT uven Tovy ° Foreign Seruicé 
PERSONNEL FLACEMENT OPERATION 












PER eh OFFICE Fre wrrt¢HA 
OFFICE DIVvls/ ON PERSONNE 


Buquen Sha L PLACEMENT AND 


Chre f cf DivrS¢lr) ie FOrE'G:, wel e 
. * . * 
Chine o£ Brine Area 


Quarterly prepares a list o 

for home leave in the 3rd q 

and prepares an (i! to each 

\ list of these eligibles and 
\ following questions: 
1. Does the man wish to r 

Xo 2. If not, post preferenc 
3. Work preferences, and 

4. Embassy recommendation 

and type of work? 

5. Date of departure on 1] 

travel? 

6. Qualifications desired 


LisT of Om 
hgdoles 
in Are 

asenten — 

eae Ce. 
o 
PER 
ATessaze 
Center 





Prepare: corrected list reflec 
at the end of each quarter s 
available and positions vacan 
rT | quarter following. 


\Men:c r 
|~—_ “Availabilities and 
ete 
Cinsietipadiad 
Notes on Personnel Control 
area people and positions 






Per: | 
Con tT ~— Personnel Control Re 
rec. | 


Requests Official Pe 


4 Out 


mal Tog933) 
ona | 





Thoroughly reviews Personnel F 
ciadieliadahia endl cenit cae ein inicn osnr iconic ales eisai a ae aod : ' ; descriptions, from which prepe 


baad Summary of Person's Qualif 
— - pean dastbeeeteeeetensee fo Summary of Position'’s Req 


7 


(ea a oe a 


Exuisit 3 
Departmen 7 of” State 
Personne! Management i ram 








Monage men 7 TI uvew Tory 7 Foreign arr 
PERSONNEL FLACEMENT OPER 





OF FICE 





V 
7 
X 
| 


DIV/S/0ON 





7OMS, Frecord: ¥$ Reports Stof 


bmt er File UniF 


PLACEMENT 
care f cf Divisers: 


Chine of Brine 





tr 


7) 
t 








—_-_— 


| 














File Unit: 
Yssues Official Personnel Pile 
to "V" Area. 


Dif | 
rer. eee i cae sae i A Sa 






descriptions, from which prepa 
Summary of Person's Qualif 
of Position’s Req 







ae en ee Ree —_ ame — - - - 
EE: 





pram 
p= Se vice 
OPE RATION 
OF PPE MR ENN E L 
ON Of PERSONNEL OPERATIONS 
i T AND CANES A’ DEVELOP ASE NT GRA’. ms 
o' ce Fore’ oere sce i? me ee 6: et tel ta 7 
i Aes, Aree bln a te “fe Aves Gere 


oo Guarterly prepares a list of people eligible ropriate secti 
for home leave in the 3rd quarter following on a each Saretans else cme 


and prepares an (i! to each post containing « area. 
list of these eligibles and asking the 


following questions \/ 
1. Does the man wish to return to the post? 
2. If not, post preferences? 
3. Work preferences, and reasons? 
4. Embassy recommendations for next post 
and type of work? 
5. Date of departure on leave and sode of 
travel? 
6. Qualifications desired on replacement? 


— 


List” 


git 
in are 


brn 
ATess eg 
Center 


Preparescorrected list reflecting post needs 
at the end of each quarter showing people 
available and positions vacant in the 2nd 

rT quarter following. 


Mem c| 
~ "“Availabilities and Vacancies” 


Ng 


feo Notes on Personnel Control Record for "Vv" ™“ Head of panel summarizes each quarter the 
area people and positions to be considered. availabilities and vacancies for all areas 
by class and type of position. 





Pen: 
on ~<— Personnel Control Records 


“&panel List of availabilities 
and Vacancies 


Copies ef Panel List ge te sach 
Area Officer on the panel. 


Gs Requests Official Personnel Pile 
St keene e 554] \0S933 
al $F 


——-- Kard 


Thoroughly reviews Personnel File and position 


deacrintions, from whiah nrenares: 


' eat? 





She bh] $$}. 


Prepares OM reply 
indicating avail- 
able personnel and 
replacement needs. 


ral 


To FPL 
Messa9 @ 


Cerner 


Regional Bureau files 


Regional Bureau files with 
Staffing Pattern Records. 


Opes--2---=- 


Opiniens rendered by Regional 
Buresus, Punctional Areas, 
other agencies, and interested 
parties. 








File Unit; 
& Yasues Official Personnel Pile 


to "V" Area. 
if ae es 
le en ee 


i a a 


| deacrintions. from whieh nrenares: 


. oe — —— —ooe oe er ee 


8 Oe 


er ewroewerwe «686lc Oa OS 


e------™ | } 


rn a 


ce 


List of 
hgiles 
in Are 





To 

PEFR 
ATle$5a9 
Center 





Prepares corrected list reflecting post needs 
at the end of each quarter showing people 
available and positions vacant in the 2nd 
i quarter following. 
Mem ¢ +— 
| | ‘a “Availebilities and Vacancies” 


ee eae 


Notes on Personnel Control Record for "v¥" 
area people and positions to be considered. 


|\Fen 


Cont 
ec. 


~<— Personnel Control Records 


Requests Official Personnel Pile 


—— — en — 

ee a| |0$933) 
| Our 

- berg | 


Thoroughly reviews Personnel File and position 
descriptions, from which prepares: 
Summary of Person's Qualifications 
Summary of Position's Requirements 
"Placement Summary Sheet" 


FS Position Description 


1& 
Copy for each area officer 


Attends weekly panel meeting and discusses 
with other area officers possible aessign- 
ments, noting on panel list people to be 
considered for vacancies in this area. 


Investigates in detail qualifications of 
each person to be considered for job in "Vv" 
Area, obtaining opinions from Regional 
Bureaus, Punctional Areas, other agencies, 
and posts concerned where appropriate. 


Attends next weekly panel meeting and obd- 
} tains concurrence from other area offices 
on most logical choice for each job, which 
decisions are "front paged". 


Prepares Personnel Action Work Sheet, PS-353 

{ from inforaation in the files: 

Latest PS-349 gives present position. 

Latest DS-17 gives present location. 

Latest PS-416 gives number of dependents. 
Destination indicated on basis of panel decisicr 








Also notes artion on men’s card (yS-926) in 
Personne] Control Record. 


Awiie 








ficial Personnel Pile 
rea. 


ee ane eee == ee 





Ve BWURes  2ve@revene wewer er wee + eg =~ - 


—-- 


Kis of om } 
giles 
/n Are | 
To 
PER 
Ale 3529 © 
Center 


Prepares corrected list reflecting post needs 
at the end of each quarter showing people 
available and positions vacant in the 2nd 
quarter following. 


Meme | 
—— "Availabilities and Vacancies” 
Laz 


Riiscrsaheecseaus 


Notes on Personnel Control Record for "Vv" 
area people and positions to be considered. 


Cy <= 


Per: 
Con 7 ~-— Personnel Control Records 
ec. 
Or Requests Official Personnel Pile 
aid Ds 
gael PSY 
——-. ard 


Thorvughly reviews Personnel Pile and position 
descriptions, from which prepares: 
Summary of Person's Qualifications 
Summary of Position's Requirements 
"Placement Summary Sheet" 


ae 


ce 
Se ™ 
™ 
‘ Os Fs | Position Description 
959 % 18 | 
Copy for each area officer 
Ea Attends weekly panel meeting and discusses 
. with other area officers possible essign- 





ments, noting on panel list people to be 
considered for vacancies in this area. 


Investigates in detail qualifications of 
each person to be considered for job in "Vv" 
Area, obtaining opinions from Regional 
Bureaus, Punctional Areas, other agencies, 
and posts concerned where appropriate. 


Attends next weekly panel meeting and obd- 
tains concurrence from other area offices 
on most logical choice for eash job, which 
| decisions are "front paged". 


Prepares Personnel Action Work Sheet, PS-353, 
from information in the files: 

Latest PS-349 gives present position. 

Latest DS-17 gives present location. 

Latest FS-416 gives number of dependents. 


Also notes action on men's card (pS-926) in 
Personnel Control Record. 





Head of panel summarizes each quarter the 
availabilities and wacancies for all areas 
by class and type of position. 





“&panel List of availabilities 
and Vacancies 


Copies ef Panel List ge te sach 
Area Officer on the panel. 







Each area officer head attends a weekly panel 
meeting, and each receives a copy of ail 
"Placement Suamary Sheets". 


ag 
\4 


Each area officer head attends weekly 
panel meeting. 


WV 


Destination indicated on basis of panel decisicn. 
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— OC 


on "CU ee 
\/ 





P 
posals and recommends action. 












Exuisit 3—Continued 
FERSONA SLA MEN T ()PERATIOA 






Posts notice of security clearance 
te file copy and forwards original. 






) PS-353 signed by Chief of Branch and 
entire file forwarded to AAS. 


Chief of Branch 

approval noted on PS-353. 
List of approved actions typed for 
Director of PER's signature. 


| 


——_ 


el 


Exuisit 3—Continued 


PERSONA PLACEMENT OPERATIOS 


Posts notice of security clearance . 
te file copy and forwards original. E 
\ 
UW 
) PS.353 signed by Chief of Branch and 
/ entire file forwarded to AAB. 


Chief of Branch 

KIB approval noted on PS-353. 

List of approved actions typed for 
Director of PER's signature. 








Tm-+7 












Zp, hee 
ca 


Obtains fersal concurrence of all interested 


r parties and notes on PS-353. 
SX Copy 5, Post file Gopy- 
| 7 6, Chronological file for 





statistical purpeses. 
Gepy 7, Reading file. 








Prepares request for security-clearance. 


' 


Prepares TH-4 (30 days), or TM-7, (10 days), 
to post losing aan. 


Prepares OM to post gaining aan. 


} 
| Se 


Obtains approval of OM fros other area 
officer involved. 


om: 7 copies 
om: 7copres 


Entire file sent to AAB (on PSO's and 

) Psste through 7) for its recommendation 
(on PSS%e 8 and lower, entire file sent 
to Travel Control] Unit). 





TM-7 









VY 


\ 


\ 
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Other area officer signs Gi to ge te 
gaining post and notes action ea 
man's control card. 


Ds 
986 








P 
posals and recommends action. 





—- 


— Pep Mess 














Piles: 
Action copy 

Chrenolegical copy 

Reading file sopy 


Regional Bureau: 
Fifes with staffing pattern recoris. 


=e Poa 


Posts notice of security clearance 
te file copy and forwards original. 


) PS.353 signed by Chief of Branch and 
entire file forwarded to AAR. 


Chief of Branch 

approval noted on PS-353. 
List of approved actions typed for 
Director of PER's signature. 


Th 


Director of PER signs approved 
actions. 





/ Entire file forwarded to fravel 
Control Unit: 
Official Personnel Pile 
} Security Clearance 
PS-353, 4 copies 
™, 7 copies 
OM, 7 copies 















Travel Control Unit: Perwards 
to post gaining man 






Gt - Toopres 





Blue confirmation copy 


a amos 


Pink file scopy 






Travel Control Unit: 
stinmates cost of travel. 
Sets up a control card with Te Ossie Feet 
information from PS-353. ; 
Obligates funds, posting to 
Allotment and Distribution 
Ledgers. 
Records on TM and PS-353: 
Travel Order Number. 
Date of Travel Order No. 
. Obligation No. 
‘t ~ _ Allotment No. 


| . 








Hi 



































Travel Control Unit: Ferwards 
to post gaining man 


it GI - Toopies 
| 
| 


( Travel Control Unit: 
\ ~“Tatinates cost of travel. 
Sets up a control card with 
information from PS-353. 
Obligates funds, posting to 
Allotment and Distribution 
Ledgers. 
Records on TM and PS-353: 
Travel Order Number. 
Date of Travel Order No. 
Obligation No. 
| we Allotment No. 


~“~ 


\/ 


) 








fh e8'I | 











Posts notice of security clearance 
te file copy and forwards original. 


M-7 


iF 


PS.353 signed by Chief of Branch and 
entire file forwarded to AAB. 


Chief of Branch 

approval noted on PS-353. 
List of approved actions typed for 
Director of PER's signature. 


a 


Director of PER signs approved 
actions. 





Entire file forwarded to fravel 
Control Unit: 
Official Personnel Pile 
Security Clearance \ 
PS-353, 4 copies ’ 
™, 7 copies 
OM, 7 copies 


Blue confirmation copy 





Pink file scopy 


To Obie! Peasernel Fit te— 









Prepares OM to post geining aan. 


w 
& 


Obtains approval of GM fros other area 
officer involved. 
‘ OM: T copies 
om: oe ae ee ses 





| 


Entire file sent to AAB Ge eee PSO's and 


PSS's through 7) for its recommendation 
(on PSS8s 8 and lower, entire file sent 
to Travel Control Unit). 


Other area officer signs Gi to ge te 
geining post and notes action ea 
man's control card. 


Ds 
986 


Copy of appreved actions for each area officer. 
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nae nC 


Piles and drefts Copy Te KER Nessage Center 


TW-2 reply (OM fers) 

to indicate expected 

date of departure Regional Bureau: 
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those called for by the supplemental agreement included assistance to the 


Department in the following manner: 
1. Completion of departmental plans necessary to meet revised budget 


ls. 
Review and develop policies and methods to improve and control admin- 
istrative practices and to reduce the volume of paperwork in the Department 
of State. 

8. Assist officials of the Department in curtailing programs with a view 
to lessening the workload. 

4. Participate with officials in the Department in developing policies and 
procedures to simplify day-to-day working relationships with other depart- 
ments and agencies, including the Department’s administration of an eco- 
nomic reporting program for the Foreign Service on behalf of other agencies 
of the Federal Government. 

5. Assist in the development of a simplified organization structure, includ- 
ing provision for keeping management better informed as to administrative 
practices at all levels. 

6. Participate with officials of the Department in evaluating the contribu- 
tions to international organizations and to report whether fees charged for 
services were in order. 

7. Assist the Department in other miscellaneous items referred to on 
page 2 of the Heller report, dated May 15, 1954. 

On May 15, 1954, Robert Heller & Associates submitted their final report in 
accordance with the terms of the management-survey contract. This report 
covers the entire period of the assignment, which was under the general super- 
vision of Mr. F. L. Elmendorf, senior vice president. He was assisted by Ham- 
ilton W. Wright, in charge of the survey in Washington. 

While reviewing the Heller proposals and recommendations, the writer 
arranged for personal interviews with the two officials named above to obtain 
their viewpoints and to exchange general ideas on the Department’s program 
related thereto. An interview was held with Mr. Wright on August 9 and with 
Mr. Elmendorf on September 16 and 22. These interviews were held without 
any expense to the Department and proved very productive to the writer in 
appraising the Department’s status and in formulating the project’s recom- 
mendations. 


Summary of proposals and savings achieved 
(a) Savings.—It is estimated that the Department’s savings achieved under 
the Heller proposals amounted to $297,792, as compared with the Heller figure 
of $489,172, for fiscal year 1954; and that these savings will amount to $389,087, 
as compared with the Heller figure of $1,322,379, in fiscal year 1955, a difference 
of $933.292. In addition to the foregoing, reduction in warehouse space at 
New York and Washington resulted in actual savings for the General Services 
Administration estimated to be $6,240 in fiscal year 1954 and $29,960 in fiscal 
year 1955. The savings estimated to be achieved in fiscal year 1955 (except for 
$18,260 in inventory reduction) will recur annually and should be augmented 
as improved procedures are developed and become fully effective. The differ- 
ences between the Department’s and the Heller estimates are detailed in tab A. 
Further study is being made of the reasons for these differences and to determine 
whether or not the Department may expect to accomplish more nearly the sav- 
ings estimated by the Heller report. 
_ (b) Status of the proposals—A total of 13 of the Heller proposals have been 
implemented in whole or in part, 8 are recommended for early implementation, 
and 16 are under study with a view to future implementation in whole or in part. 
(c) Comments.—The foregoing summary covers that part of the Heller report 
through page 18. This discussion of the remainder of the report covers the 
Subjects in the order in which they appear, as follows: 
1. Records Management (pp. 18-21). 
2. Consolidation of Library Facilities (pp. 22-23). 
3. Tabulating Machine Installations (pp. 23-24). 
4. Correspondence Review Staff ( pp. 24-26). 
5. Bureau of United Nations Affairs (pp. 26-28). 
= Contributions to International Organizations (pp. 29-32). 
8 
9 
0 





. Foreign Economic Reporting (pp. 33-38). 
. Personnel Management (pp. 39-46). 

. Controllership Functions (pp. 47-54). 

- Organization (pp. 55-65). 
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1. Records management (pp. 18-21) 

The Records Branch of the Office of Communications and Records has been 
under some congressional criticism suggesting a renovation and reorganization, 
A special review has been underway by this Office independent of the Heller 
recommendations. To that end, John J. Mahaney, an independent analyst, has 
been employed to make a 30-day initial survey of the organization and functions 
of the record activities of the Department. The initial cost of this survey will 
not exceed $1,500, and commenced January 3. 

On November 15, 1954, Thomas §. Estes, FSO-3, former head of the joint 
administrative services in Athens, was brought to the Department and made 
Acting Deputy Assistant Secretary in Charge of Operations. His responsibility 
includes supervision of general services, communications, and records, foreign 
reporting staff, and regulations and procedures. He is also Director of the Office 
of General Services until such time as a suitable candidate becomes available 
for the latter position, Mr. Estes has been instructed to pay particular attention 
to the nedes of the Records Branch and is working with Mr. Mahaney in his 
survey. 

Mr. Kenneth Hoover, former records-management officer, of the Records 
Branch, voluntarily left the Department as of November 21, and a competent 
successor can be designated under suitable conditions. No action regarding 
staffing or organization, however, will be taken until the results of the current 
surveys have been studied. 

2. Consolidation of library facilities (pp. 22-23) 

The Heller report states that “the consolidation of library facilities was 
approved on February 4, 1954, but that such consolidation has not been possible 
because of an inability to find suitable space in the New State Department Build- 
ing.” In the meantime staff studies have been completed and graphic presenta- 
tions prepared (tab B). The library of the Department of State, established in 
1789, is valued at some $3 million. The majority of the books are at one end of 
the town (Old Post Office Building) and the people who require them are at the 
other end of town (New State Building). The studies have resulted in finding 
an acceptable area in the New State Building for the entire book collection of 
some 385,000 volumes, a general reading room, and 15 staff members out of a 
total of 69. This suitable space is on the first floor of the building, at present 
occupie dby a part of the reproduction facilities of the Office of General Services. 
The intelligence documents will remain in State Annex 1 (a collection of 170,000 
items), together with the periodicals collection (some 65 current subscriptions), 
and about 50 members of the staff. The remaining staff members will continue in 
FOA, FSI, and the Law Library. 

The Heller report recommends that the responsibility for the library facilities 
be transferred from the R area to the A area. However, it has been decided 
that the administrative responsibility would remain with the R area until there 
is general agreement to the contrary. State Annex 1 will remain the headquarters 
of the library, with the Office of the Chief, the entire technical services staff, part 
of the reference and circulation staffs, and the reference reading room. 

The cost of the consolidation of the library is estimated to be about $100,000, 
as compared to previous estimates of $300,000. Action responsibility for its 
consolidation is assigned to the Deputy Assistant Secretary for Operations, but is 
subject to the availability of funds from current appropriation. 


8. Tabulating-machine installations (pp. 23-24) 


The Heller report stated that the tabulating-machine installation located in 
the Office of Personnel should be combined with that of the Office of General 
Services when the tabulating equipment in the Office of Finance was discontinued. 
It was stated that this combination would allow greater utilization of equipment 
and permit the discontinuance of one accounting machine and one key-punch 
machine. This project has been carried out as indicated and the estimated saving 
is shown in tab A. 

4. Correspondence review staff—Erecutive secretariat (pp. 24-26) 

It is recommended that the correspondence-review staff be continued “as 1s” 
for the reason that it performs a constructive function in relieving the substantive 
areas from burdensome details in the preparation and review of correspondence 
for the signature of senior officers of the Department. It is impossible to measure 
in dollars the good that this staff accomplishes as against the dollars which it is 
stated would be saved if it were eliminated. It is also recognized that it is usually 
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not only difficult but expensive to decentralize a highly specialized competence 
in so technical a field as correspondence format, grammar, style, and punctuation. 
However, the A area will continue to have this activity in mind for further review, 
and should later develoments indicate that a high degree of competence had been 
reached by the Department as a whole, appropriate action can be taken. 


5. Bureau of United Nations Affairs (pp. 26-28) 

The name of this area has been changed to the Bureau of International Organi- 
zation Affairs. In the investigation of this section no evidence was discovered 
to support the stated tendency toward self-sufficiency as indicated by the Heller 
report. Officers of the geographic bureaus are well satisfied with the relation- 
ship that they have with 10. 

The Bureau of the Budget made A Study of the United States Mission to the 
United Nations in June 1954, and discussed in detail all relations between the 
Department and USUN. This report, among other things, states that the A area 
should play a much more dynamic role in the formulation and screening of pro- 
posed positions on U. N. budgets than it now does. It also states that a Depart- 
ment budget officer should assist USUN in preparing budget justifications and 
stafling patterns. It is the present responsibility of the Budget Office to perform 
as proposed by the Heller report and their actual performance indicates that 
they do maintain liaison and knowledge of the Bureau of United Nations Affairs. 

On page 28 the Heller report states that the Classification Branch of the 
Office of Personnel was conducting a work assignment survey of 10. PER re- 
ports that the results of that survey did not show sutlicient duplication to justify 
decreases in personnel and on the contrary the investigator recognized the in- 
creased workload on present staff because of the day-to-day crises coming before 
this organization. 


6. Contributions to international organizations (pp. 29-82) 

The Heller recommendations on page 32 of the Heller report are as follows: 

1. It is recommended that the Office of International Administration and 
Conferences establish a fixed schedule for periodic evaluation of benefits 
derived from international organizations, in conjunction with other interested 
parties, with a clear objective of determining the propriety of continued 
participation. 

2. It is recommended that the Office of Budget and Reports assist in the 
evaluation of benefits derived from memberships in international organiza- 
tions by developing procedures to be followed and by reviewing and com- 
menting on results. 

3. It is recommended that the Under Secretary for Administration be 
charged with final responsibility for passing on the adequacy of data to be 
presented in appropriation requests and for resolving the Department’s 
position with respect to extent and scope of contributions. 

The timing on implementation of recommendations 1 and 3 should be at the 
discretion of the Office of the Deputy Under Secretary for Administration. 
Recommendation No. 2 is being implemented by this office, about which more 
will be said later in this report in connection with the establishment of the 
Office of the Controller. 


9) 


7. Foreign economic reporting (p. 33-38) 

I do not concur with the short-range recommendation on page 35 that the 
Division of Foreign Reporting and the liaison staff of the Division of Communi- 
cations and Records be combined under the jurisdiction of the Assistant Secre- 
tary for Economic Affairs for the reason that the A area is presumed to be a 
more impartial location than the E area, which is directly competitive with other 
Government agencies requiring reports, particularly the Department of Com- 
merce. I concur with the long-range recommendation on page 36 that an overall 
authoritative group in the Executive Office of the President be charged with 
the responsibility of developing a new overall program for foreign economic 
reporting, 

Conversations extending over a considerable period of time have been held 
with representatives of the Department of Commerce to determine (a) more 
specifically Commerce requirements for special assistance to American business 
in areas of unusual commercial importance overseas, through the employment 
of additional commercial attachés and trade commissioners, and (bd) by mutual 
agreement, the resources to be provided by the Department of State for assembling 
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world trade information for American business in those special fields stipulated 
by Commerce, referred to as “specific purpose reports.” 

These conversations proceeded on an informal basis with the knowledge of 
the Rockefeller Committee, the Hoover Commission and the Bureau of the 
Budget, and an agreement has been reached, copy of which is attached (tab (), 
Acceptance of this agreement by the Secretary of State, the Secretary of Com- 
merce and the Bureau of the Budget is evidenced by copies of letters pertaining 
thereto (tab C). In the meantime, the Department has, with the collaboration 
of the Department of Commerce, submitted its fiscal year 1956 budget require. 
ments to provide the additional facilities referred to above. The Bureau of the 
Budget has currently allowed a substantial portion of the increase requested, 
and it should be noted that all funds to be received for foreign economic reporting 
referred to in this section are to be under the control of the Department of State. 
Commerce intends to support the budget request before Congress. 


8. Personnel management (p. 39-46) 


The Heller investigation of personnel management divided itself into the fol- 
lowing programs listed on pages 40 and 41 of their report: 

1. Composition of the personnel system.—Determination of the feasibility of 
consolidating Foreign Service and civil service personnel into a single Foreign 
Affairs Service. 

2. Management inventory control.—Establishment of inventories of authorized 
positions and of personnel in the Foreign Service and the Department as a basis 
for controlling utilization and rotation in a more effective manner. 

3. Recruitment and examination.—Development of improved recruitment and 
examination methods to bring about the employment and appointment of persons 
better fitted for service in the Department and at foreign posts. 

4. Career development.—Revision and improvement of career development 
programs so as continuously to provide well-trained and skilled personnel needed 
by the Department at all times to fulfill its responsibilities. 

5. Training.—Development of policies and preparation of training courses, 
supported with adequate facilities, as a means of carrying out dynamic training 
programs. 

6. Personnel utilization.—Hstablishment of utilization and rotation policies 
and procedures to assure optimum use of personnel at a reasonable cost. 

7. Compensation and personnel relations.—Revision of standards with regard 
to salaries, allowances, leave, hospitalization, insurance, and retirement, as 
well as living conditions at foreign posts, to provide greater incentives and 
encourage more continuity of service. 

8. Promotion and separation.—Creation of sound standards for use in evalu- 
ating performance so that promotion or separation of personnel may be effected 
with a high degree of impartiality. 

9. Organization.—Clarification of the authority, responsibility, and organi- 
zation of the Office of Personnel. 

Nos. 1 and 8 through 8 inclusive are being implemented through the Secretary’s 
acceptance of the recommendations of the Public Committee on Personnel 
(Wriston Committee). A summary of the present status of each of the fore- 
going items is attached (tab D). 

No. 2, management inventory control, has been in the process of implementa- 
tion since early November and the system devised is now in use, effective Janu- 
ary 1, 1955. The procedure is expected to accomplish the establishment of a 
unified system of reporting to show: 

(a) Staffing patterns for all posts, listing incumbents and vacancies by 
job title and grade, and salaries by allotment ; 

(6) Provide an inventory of all authorized positions of all Foreign Service 
personnel ; 

(c) Enable the elimination of duplicate records now kept in the bureaus 
and PER and provide a single source for personnel reporting. 

(d) Provide a uniform basis for the control of Foreign Service American 
salary funds. 

Part of the project included checking the accuracy of current personnel punch- 
cards by reference to the personnel files. Secondly, a punchcard was created for 
each Foreign Service position. To this has been added an indication of the ap 
propriation and allotment from which each position is paid, thereby enabling 
tight budgetary control of salary funds. 

The first full report is being run as of January 1, 1955, and will give each 
regional bureau a mechanically reproduced post staffing pattern and post comple- 
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ment for each Foreign Service post in the world. This centrally prepared record 
will provide information which will be used by the regional bureaus, the Office. 
of Personnel and the Office of Budget, and for the first time uniform figures will 
be provided for the three offices named. 

The foregoing procedure fulfills the recommendations of the Heller Associates. 
pertaining to a management inventory. This inventory system provides the tools 
of analysis which make possible an orderly program of recruitment, training, 
assignment, and career development. 

No. 9, organization : Concurrent with our study of the Heller recommendations 
on organization of the Office of Personnel, a special review was made of the Office. 
of Personnel along the following lines: 

(1) Review of personnel requirements of the Office of Personnel to de- 
termine where reductions might be made. 

(2) Review the organizational pattern of PER to determine its effective- 
ness in terms of the minmum number of people required. 

(3) Review assignments of personnel in PER and determine how indi- 
vidual officers might be better utilized. 

This report embodies certain conclusions reached in connection with a reor- 
ganization plan, implementation of which is now underway. 

Other studies are in process having to do with the organization of the Office of 
Personnel, such as, (@) decentralization of those authorities which can best be 
done in the field, (b) the degree to which such decentralization can be effective, 
and (c) what duplication, if any, exists between the regional bureau personnel 
staffs and similar staffs in the Office of Personnel relating to each bureau. Con- 
clusions on these have not yet been reached. 

On page 43 of the Heller report a recommendation was made that authority 
and responsibility for development of methods for use of regional bureaus im 
fixing the number and qualifications of personnel required at all foreign posts 
should be centered in the Office of Personnel, and that regional bureaus should 
be obliged to adhere to the uniform methods thus established. 

On page 44 the Heller report further recommends that authority and respon- 
sibility also be centered in the Office of Personnel to develop a standard pro- 
cedure for assignment of personnel to foreign posts. In this connection it was rec- 
ommended that the Office of Personnel be given sole authority to obligate salary 
and allowance funds for American Foreign Service personnel at foreign posts, or 
in transit, in training, or on leave. At the present time the control of funds 
remains with the regional bureaus but final authority with respect to individual 
assignment of personnel, within the scope of the post complement fixed by the. 
regional bureaus, remains in the Office of Personnel. It has not yet been finally 
decided whether the control of funds shall remain with the regional bureaus or- 
be moved to the Office of Personnel, but in the meantime this question is being 
at further study with the idea that it will be resolved along with other related 
problems. 


9. Controllership functions (pp. 47-54) 

The Heller report concludes on page 52 that the modern concepts of con- 
trollership responsibilities and service to management have not been fully 
implemented or put into practice within the Department. 

On page 60 of the Heller report, under the section “Organization,” there is 
recommended that a Bureau of the Controller be established under the jurisdic- 
tion of an Assistant Secretary-Controller with the authorities and responsibili- 
ties deseribed. 

_ The foregoing recommendations and comments should be reviewed in the 
light of the change in administrative responsibilities resulting from the reor- 
ganization of 1949. Prior to 1949 there was a complete central authority in the A 
area over budget planning and financial operations of the Department. This cen- 
tralized responsibility deteriorated after reorganization in 1949 when the De- 
partment installed specialized budget and financial personnel in each of the 
Substantive and functional areas of the Department. While there was a “paper” 
responsibility in the A area for many of the controllership functions which the 
Heller report now recommends be recaptured, the 1949 reorganization had a de- 
cided decentralization effect because it withdrew the functional and substan- 
tive areas from the influence of centralized control concurrently with the es- 
tablishment within those areas of budget personnel who had no direct line of 
command from the budget officer except in a technical sense. 

On November 15, 1954 (tab E) the Department’s budget office (OB) was re- 
organized by placing in that office the controls which will enable the budget 
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officer to carry out certain controllership functions. These elements envision 
the ability to exercise budgetary control throughout the Department and to 
render authoritative advisory assistance on budgetary and management matters, 

There is presently evidence of a lack of coordination between the high-level 
policy planners and the A area (where the control of funds rests) to the ex- 
tent that plans and projects are discussed and implemented without budget 
representatives being on hand to advise regarding the financial implications of 
such policy. It is therefore recommended that representatives of OB be pres- 
ent at such discussions when high-level policymaking is taking place to bring 
financial responsibilities together with policy planning. This close working re- 
lationship should be recognized and supported by appropriate directives. 

Regarding the Office of Finance, it should be noted here that a complete survey 
of all operations of the Office of Finance is presently being conducted. This sur- 
vey will include an appraisal of the organization, procedures, and methods with 
particular attention to simplification of headquarters-field relations and with a 
view to simplifying and making more meaningful the reporting procedures. A 
complete project outline has been approved in which specific recognition has 
been given to the need for adequate fiscal recording and reporting in support of 
controllership functions and responsibilities. 


10. Organization (pp. 55-65) 
Under this section recommendations are made pertaining to: 

Office of Under Secretary of State for Administration 
Office of Inspection 
Bureau of Personnel 
Bureau of the Controller 
Bureau of Security and Consular Affairs 
Bureau of General Services 

Under Secretary of State for Administration (p. 56).—Heller Associates rec- 
ommended that Congress be requested to extend indefinitely the authority for 
the Under Secretary for Administration. High-level decisions have already been 
made by the Department to request legislation for 2 additional Assistant Sec- 
retaries, making a total of 12, any 2 of whom could be designated as Deputy 
Under Secretary. Upon the lapse by law on December 31, 1954, of the position 
of Under Secretary for Administration, the responsibilities of that position will 
be transferred to a Deputy Under Secretary who, according to present law, can 
be appointed by the Secretary from 1 of the 10 existing Assistant Secretary posi- 
tions. Heller Associates stated that they would agree to such a move as a sub- 
stitute for their suggestion that the Under Secretary of State for Adminisration 
be coninued. 

Office of Inspection (p. 57).—The Heller report proposes an Office of Inspection 
reporting to the Under Secretary for Administration, and further that this 
office be responsible for all inspection, including internal audits, a service not 
now being fully performed. 

The Public Committee report recommends that the Foreign Service inspection 
responsibility be attached to the Deputy Under Secretary for Administration. 
Action has been taken which will coincide with the foregoing recommendations, 
except that the functions of domestic inspection will be included and they will 
be attached to the office of the Deputy Under Secretary for Administration 
previously referred to. 

Regarding the Heller recommendation that the position of Director General 
of the Foreign Service be abolished, the Department feels this recommendation 
is not justified and disagrees with the proposal. However, action has already 
been taken to transfer the Director General of the Foreign Service to the sta‘f 
of the Deputy Under Secretary for Administration. It is suggested here that the 
name “Director General of the Foreign Service’ could be misleading in that 
it implies authority not included in the responsibility of that position. If there 
is any justification for this point of view and a change of name becomes desirable, 
the title “Ambassador General of the Foreign Service” has been suggested as being 
more descriptive. 

Bureau of Personnel, Bureau of the Controller, Bureau of Security and Con- 
sular Affairs, Bureau of General Services (pp. 58-63).—The Heller report rec- 
ommends the establishment of the four bureaus listed above, the functions of 
which would embody the entire range of administrative and personnel respon- 
sibilities under the jurisdiction of the O area. The Heller report further su¢g- 
vests that the Bureau of Personnel and the Bureau of the Controller be headed 
by Assistant Secretaries, that the Bureau of Security and Consular Affairs be 
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headed by an Administrator, and that the Bureau of General Services be headed 
py a Deputy Assistant Secretary. 

“The Public Committe divided the responsibilities of the O area in a similar 
manner, although they did not state specifically the rank of the individual who 
is to act as the chief of each. 

As a counterproposal to the foregoing Heller recommendations, there is at- 
tached a suggested form of organization chart for the administrative area (tab 
F). This chart provides for an Assistant Secretary-Controller, under the gen- 
eral supervision of the Deputy Under Secretary for Administration. It pro- 
vides a natural division of this responsibility into three main classes: (@) That 
responsibility having to do with money (Budget, Finance, FBO) ; (b) that hav- 
ing to do with services (Office of Operations) ; and (c) that having to do with 
people (Office of Personnel). Each of the three named divisions would be headed 
by a Deputy Assistant Secretary. 

Other organization proposals (pp. 63-64)—The Heller report recommends 
that consideration be given to a grouping of the policy and coordinating fune- 
tions under a Deputy Under Secretary of State for policy. The Secretary has a 
Deputy Under Secretary for policy available to him for that purpose if he so 
desires. 

GENERAL CONCLUSION 


The management survey report of Robert Heller & Associates, dated May 15, 
1954, is an important document for the guidance of present and future officers 
of the Department. It may not be feasible to accomplish all of the objectives out- 
lined therein, but serious consideration has been and will be given to the various 
Heller recommendations which have not yet been adopted. 

Mention should be made here that the Secretary’s acceptance of most of the 
recommendations of the Public Committee on Personnel and the action as a re- 
sult thereof will have a distinct bearing on many segments of the Heller report. 
The implementation of the Public Committee’s recommendations is being given 
top priority within the Department and, because of their importance and the 
general scope of that program, it is not possible to take a firm inventory of the 
progress of each and every item listed in the Heller report. 

The Department will continue to effect economies, to improve operating ef- 
ficiencies and to adopt those Heller-sponsored projects (or some form thereof ) 
which, in the course of time and after considered study, are deemed to be in the 
best interests of the Department. One of these projects is the establishment of 
a firm and recognized control over the allocation of funds throughout the Depart- 
ment as a responsibility of the Assistant Secretary-Controller, and provision of 
the coordination necessary to achieve this control between the policy and oper- 
ating units and OB. Another project underway is a review of personnel require- 
ments of the Office of Personnel and its organization pattern. In addition, the 
Public Committee’s recommendations are being implemented throughout the De- 
partment, which action in itself is the Department’s answer to the Heller rec- 
ommendations applying to the Office of Personnel. In the area of operations, a 
Deputy Assistant Secretary has recently been appointed to supervise this activity, 
which will result in a closer management review and control than there has been 
in existence heretofore. This move in effect accomplishes the recommendation 
of the Heller report on pages 62-63. 

Grateful appreciation should be expressed to Robert Heller & Associates for 
the contribution their report has made and will make to the Department. 
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Comparative estimates of economies effected by Heller recommendations 





Department esti- 


mates of actual Heller estimates 
savings 





1954 fiscal] 1955 fiscal) Completed, | Withdrawals, 
year year 1954 fiscal year/1955 fiscal year 


Office of General Services (formerly Division of Central 


Services) : 
1. Inventory reduction, New York. _.-.-....-.--- $180,455 | $18, 260 $95, 000— 
2. Inventory reduction, Washington, D. C...____. _& | eee ‘ 45, 017+).....__- 
3. Reduction in envelope inventory---___.-..-..---|-.....-..- Re finders baicinaet 
Be ee NE IE I ei erincnncesaensecceviocs wane cc DA tet ka oe 2, 350— 

Office of Communications and Records (formerly Divi- 

sion of Communications and Records): 
5. Air pouch, weight limitation --_-...............- 60,810 | 128, 523 138, 862 346, 486+ 
6. Courier pouch, weight limitation _-._......___- 12, 600 25, 200+ 
7. Courier pouch, reduction in routes__.........-- 119, 838 | | 118, 300 64, 635 173, 480+ 
8. Courier pouch, reduction in couriers...........-- 9, 421 29, 815+ 





i alia nla a 288,892 | 278, 917 365, 535 591, 331 


INCOMPLETED WITHDRAWALS 


Office of General Services (formerly Division of Central 

















Services): 

9. Transfer of warehouse operations to General 

Services Administration. ------ bree dinGa date 76, 570 20, 000 206, 400 
(Staff reductions at W ashington warehouse) __- 8, 900 ND att atels a eee a eee ee 

10. Direct deliveries of bulk paper (aw — alloca- 
SS wos da hirseh eins <h 6b abe alse Adak «Bd ened Dboaeb didisds ; 2, 000 
11. Overseas procurement et tnntnseeTbtbesdhnns bones be kted 18, 400 45, 600 138, 200 

12. U. 8. Despatch Agency, services for other 
agencies ee SUNNOINNINOE) nn nnetcecsnnssnfesnaccive pebeos tee 23, 400 15, 000 

13. U. 8. Despatch Agency, personal shipments 
Ry SID 6 6 cnt hit carnage AR atcinn be bx domamiphts «ly ahi anes beueeabenetanes 52, 500 

Office of Communications and Records (formerly Divi- 

sion of Communications and Records): 
14. Telegraph volume control.._.----......------- Oe (vii naetudes 33, 062 255, 748 
Special assignments: 

15. Tabulating machine installations_---......_.-..}-...--.-- 6, 300 1, 575 6, 300 

16. Correspondence Review Staff EF xecutive Secre- 
COUNTS cddwicieedi vos’ ckdwsecscbe vied tained (3) OF i vb deed i 54, 900 
Subtotal_.._--- in none ae accciabcewanwedenh 8, 900 110, 170 123, 637 731, 048 
SONG CUE dads tenet iann dc nictenastacees 297, 792 389, 087 489, 172 1, 322, 379 








| 
. These figures are combined estimates on all 3 courier-pouch items which are chargeable to a single 
allotment. 
2 The Department continues to exercise close control over the use of telegrams although the control 
measures are not in exact agreement with the proposals recommended by Heller Associates. Prior to the 
beginning of the Heller survey, the Department instituted a program which was achieving a 25-percent 
reduction in re traffic, prior to the recent series of international crises. It was felt that further 
reduction in traffic and telegraphic personnel might seriously hinder not only the normal operations of the 
Department, but might also dangerously limit its communication facilities in periods of critical inter- 
national crisis. Because of these varying situations which require rapid communications between the De- 
partment and our diplomatic missions, adequate telegraphic resources must be available and considerable 
latitude has to be given to the regional bureaus to meet the varying requirements. Stringent controls, 
however, do continue and messages of lower priority are diverted to pouch transmission whenever feasible, 
reserving the telegraph circuits for urgent traffic that must be transmitted by the fastest means. 
3 Not implemented. 
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Tas C 
December 4, 1954 (as revised December 22, 19547) 





APPROVED PLAN OF OPERATION BETWEEN DEPARTMENT OF STATE AND DEPARTMENT 
OF COMMERCE FOR FOREIGN REPORTING SERVICES AND FOR COMMERCIAL ATTACHEs 
AND TRADE COMMISSIONERS ” 


I. FOREIGN REPORTING SERVICES 


1. The Department of State will include in its appropriation request necessary 
funds for the cost of foreign-reporting services undertaken by the Department 
of State for the Department of Commerce and other Government agencies. The 
aforesaid foreign reporting services will include the facilities and necessary 
personnel, including the commercial attachés described in section II of this 
document. 

2. In exhibit A attached, the Department of Commerce lists the types of report- 
ing services in which it has a particular interest. To the extent that appropria- 
tions are available, the Department of State agrees to devote such funds to 
provide Foreign Service personnel (on a full or part-time basis) and resources as 
may be necessary to perform the kind and volume of defined categories of services 
and reporting specified by Commerce and mutually agreed upon by the two 
agencies, provided, however, that Commerce recognizes State’s responsibility to 
perform reporting services for other United States Government agencies, includ- 
ing the Department of State. 

3. It is understood that the Department of Commerce may continue to par- 
ticipate in the selection and assignment of Foreign Service personnel required 
to implement these reporting services covered in exhibit A. Further, the 
Department of State will give appropriate consideration to the recommendations 
of the Department of Commerce for transfer and/or assignment of personnel 
assigned by the Department of State to reporting activities. 


II. COMMERCIAL ATTACHES AND TRADE COMMISSIONERS 


1. The Secretary of State will appoint Foreign Service officers, Foreign Service 
staff officers and Foreign Service reserve officers as commercial attachés or 
trade commissioners, in accordance with the Foreign Service Act of 1946, pro- 
vided, however, that the Secretary of Commerce will be responsible for deter- 
mining the qualifications of trade commissioners, subject to the approval of the 
Secretary of State. The Department of State will appoint, assign, transfer, and 
promote commercial attachés or trade commissioners in a Manner consistent 
with the post staffing pattern, and in accordance with laws and regulations cur- 
rently in effect, and will give full consideration to the recommendations of 
the Secretary of Commerce, subject to the approval of the Secretary of State. 


(a) Commercial attachés or assistant commercial attachés 


(1) For the purposes of this document the term “commercial attaché” will 
be applied to those Foreign Service officers, Foreign Service staff officers and/or 
Foreign Service reserve officers who are regularly assigned to diplomatic posts 
with the responsibility of advising the chief of mission in the ftelds of trade 
conditions, commercial practices and governmental commercial policies, and 
whose assignments include general observation, reporting of trade and business 
statistics, and who are concerned with negotiations with foreign governments 
in matters pertaining to trade promotion and who give special assistance to 
businessmen engaged in international trade. 


(b) Trade commissioners 


(1) For the purposes of this document the term “trade commissioner” will be 
applied to those Foreign Service officers, Foreign Service staff officers and/or 
Foreign Service reserve officers selected for assignment to United States missions 
and consulates to supplement the activities of the commercial attachés, to be of 
special assistance to business in areas of unusual commercial importance, and 
whose activities will implement the Commerce Department’s trade and invest- 
ment program. They will perform their duties for the Department of Commerce 


; 
a 
; 
a 
' 


1This statement has been revised by incorporation on pp. 3 and 4 the interpretations 
contained in the Bureau of the Budget letter of December 21, 1954. The Department of 
State and the Department of Commerce concur in these interpretations. 
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under the supervision of the chief of diplomatic mission in the country of their 
assignment and with the guidance of the Department of Commerce. They will 
report to and be under the supervision of the principal economic officer of the 
United States mission, acting on behalf of the chief of the mission.’ It is under- 
stood that they will accept other assignments from the chief of mission in related 
fields where such assignments clearly add to the efficiency of the post, and where 
such assignments will not seriously detract from the overall performance of 
these officers in behalf of Commerce Department programs, except on an emer- 


gency basis. 
(2) The Department of State will include in its appropriation request neces- 







L ATTACHES 








t necessa ry 









me sary funds for the cost of the employment and support of the aforesaid trade 
| ease commissioners. That part of the appropriation attributable to the requirements 
Il of thi, a for trade commissioners, including the necessary administrative support, will be 
El separately identified in a separate line in the State Department budget justifica- 

$ of report. a cation materials* and the Commerce Department will cooperate with the De- 
appropria- eI partment of State in supporting the appropriation request for this specific item. 
1 funds to a (3) Instructions from the Department of Commerce and reports to the De- 
SOUTCES as ie partment of Commerce will be transmitted in the normal course through the 
Sas ie Department of State, or if transmitted direct, copies will be simultaneously given 





of services 
y the two 
Sibility to 
es, includ- 





to the Department of State. Copies of all communications between trade com- 
missioners and the Department of Commerce will be furnished to the Depart- 
ment of State and to the chief of diplomatic mission. It is further understood 
that the Department of State communications facilities will be available to 
trade commissioners and may be utilized as the normal means of communica- 
tion, the cost of which services will be included in the administrative support 
estimates. 

(4) The trade commissioners will be primarily responsible for rendering 
specialized services in connection with the export and import interests of foreign 
traders and investors of the United States. The Department of Commerce and 
the Department of State will consult in advance to prevent any instructions or 
actions which might be injurious to our foreign policy or foreign relations.’ 
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Maintaining commercial reading rooms. 

















“9 ae World Trade Directory reports (preparation and submission). 
‘al of the Trade lists (compilation and submission ). 

sfer, and Trade opportunities (export, import, and investment). 

onsistent Agency surveys (making and reporting). 

Sie cur- Commodity and industry developments (reporting). 

itions of Developing requirements data on short-supply products. 

of State. Market surveys (making and reporting). 





Public and private construction developments (reporting). 
Telecommunications (reporting). 

Transportation (land, sea, air) developments (reporting). 
Public utilities (reporting). 






hé” will | 4 



















Ss and/or 

tic posts Insurance (reporting). 

of trade Fairs and exhibitions (reporting). 

ies, and fravel (reporting). 

— Methods of doing business (reporting). 

rnments ff Preparing shipments (reporting). 

‘ance to fan Developing ship construction and ship operating cost data (reporting). 
Fa Appraising reliability of consignees on proposed transactions, and recommend 
is licensing actions (evaluation and reporting). 

A Maintaining regular trade and Government contacts to discover and report on 
willbe [oe Violations of United States export regulations largely involving actual and sus- 
and/or 3 pected diversions of United States exports, and special investigations of same. 

nissions Verifying delivery of United States exports. 

to be of es Delivering charging letters, suspension orders, and other enforcement docu- 

ice. and 5 ments to local parties and Government officials, hold conferences with them 

invent. cS about such matters, and report thereon. 

mmerce a ‘, ost-suspension inquiries of a more or less continuing nature to uncover and 
eaten tee “dummy firms,” and affiliates of suspended foreign firms and 

etations cs 

tment of 







* Italicized portion incorporates interpret 
ation su 
and accepted by the Departments of State and Cane ner a Ae 
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Trade complaints (adjustment and reporting). 

Specific inquiries from business on provisions of treaties, trade agreements, 
quota-control laws and decrees, exchange-control mechanisms, taxation, tariffs, 
customs and port administration, parcel post, warehousing, restrictions on com- 
mercial travelers, discriminatory specifications in contracts, discriminatory treat- 
ment as to trading rights, patent laws, trademarks, copyrights, infringement of 
industrial or intellectual property. 

Foreign tariff and trade control information. 


DEPARTMENT OF STATE, 
Washington, December 10, 1954. 


Dear Mr. SEcrRETARY: Your letter of August 20 concerning those Foreign Service 
reporting and commercial attaché activities of interest to the Department of 
Commerce has been the subject of careful study in this Department. During 
the period which has elapsed since receipt of this letter, a series of conferences 
has been held between representatives of the Department of State and the De- 
partment of Commerce for the purpose of discussing the viewpoints of the two 
Departments and to develop a mutually satisfactory plan to conform with your 
Department’s responsibility in connection with trade promotion and special aid 
to businessmen engaged in international trade. 

You are aware that an Agricultural Act of 1954, passed the last session of 
Congress, transfers the control and direction of agricultural attachés to the 
Department of Agriculture. The Departments of State and Agriculture are 
in the process of putting this transfer into effect. In the course of this process, 
it has become clear that this arrangement tends to weaken the Foreign Service 
and to disunify the conduct of our foreign relations. Nevertheless, I recognize 
the importance of your responsibility for extending aid to American business 
in the fields of foreign trade and investment, including United States marketing 
problems overseas, and the necessity for having on hand the proper information 
and statistics from foreign countries received through State’s foreign reporting 
services. 

There is submitted herewith a document, dated December 4, 1954, outlining ¢ 
plan which meets substantially the program which has been under discussion 
between our Departments. This plan provides that the Department of State 
will request from the Bureau of the Budget all funds involved and, of course, 
we would like Commerce’s support for these requests. I commend this document 
to your careful consideration and hope that you will give it your approval. 

It would be appropriate before finalizing any agreement between our two 
Departments to submit same for the review and approval of the Bureau of the 
Budget. Furthermore, the representatives of the Rockefeller Committee and the 
Hoover Commission task force on overseas economic operations have expressed 
an interest in these negotiations, and I should want the privilege of informing 
them as well of any agreement we propose to conclude. 

Sincerely yours, 
JOHN Foster DULLES. 


Enclosure: Proposed plan of operation between Department of State and 
Department of Commearce for foreign reporting services and for commercial 
attachés and trade commissioners, dated December 4, 1954. 


THE SECRETARY OF COMMERCE, 
Washington 25, December 15, 1954. 
Hon. JOHN Foster DULLEs, 
Secretary of State, 
Washington, D. C. 

Dear Mr. Secretary: I acknowledge with pleasure your letter of December 10, 
together with the enclosures, on the subject of the operation of the Foreign 
Service in those areas of particular interest to the Department of Commerce. 
We have carefully studied the proposed plan of operation dated December 4 
and, as you know, my associates have also discussed it rather extensively with 
Assistant Secretary Carpenter and Mr. Estes. We think the document is a 
satisfactory basis for our future relationships in this field, especially so since 
Mr. Carpenter assures Mr. Anderson and Mr. Smith that he and his associates 
and staff are determined to work these matters out to the mutual satisfaction of 
our two Departments. We join in that conviction and for our part we are most 
anxious to work out under the terms of the plan a satisfactory relationship. 
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I should like to repeat what my associates have told your people that we are 
most anxious to do everything in our power to add to and support the justification 
of the State Department itself in presenting these matters to the Congress for 
appropriations, as we think this may add a considerable element of net strength 
to the budget presentation. 

I agree with you that the next step should be for our staffs jointly to approach 
the Bureau of the Budget and to provide that Bureau with the agreement for 
their review and approval. We also believe that it is in our mutual interests 
promptly to inform the Rockefeller Committee and Prentis task force of the 
Hoover Commission of the arrangement we have now agreed upon. I think 
perhaps the submission of the agreements to the latter two groups should await a 
satisfactory outcome of the discussions with the Bureau of the Budget. I have 
instructed Mr. Anderson to move to place himself in touch with Mr. Carpenter 
to arrange an early appointment with Mr. Carpenter and the Bureau of the 


Budget. 


Sincerely yours, E 
SINCLAIR WEEKS, 


Secretary of Commerce. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., December 21, 1954. 


Hon. I. W. CARPENTER, Jr., 
Assistant Secretary, Department of State, 
Washington, D. C. 

My Dear Mr. CARPENTER: We are in receipt of your letter of December 13 
proposing a plan of operation between the Department of State and the De- 
partment of Commerce for foreign reporting services and for commercial at- 
tachés and trade commissioners, dated December 4, 1954. 

We have informally reviewed and discussed this proposal with you and Assist- 
ant Secretary of Commerce Anderson. This will confirm the interpretation which 
we agreed should be placed on certain paragraphs of the plan of operation. 

In section II (1) it is stated that the Department of State will appoint, assign, 
transfer, and promote commercial attachés or trade commissioners in a manner 
consistent with the post staffing pattern. In the light of this provision, it is un- 
derstood that the sentence under the heading of Trade Commissioners, “They 
will perform their duties for the Department of Commerce under the supervision 
of the chief of diplomatic mission in the country of their assignment,’ means 
that they will report to and be under the supervision of the principal economic 
officer of the United States Mission, acting on behalf of the Chief of the Mission. 
Instructions from the Department of Commerce and reports to the Department 
of Commerce will be transmitted in the ordinary course through the Department 
of State, or if transmitted direct, copies will be simultaneously given to the De- 
partment of State. 

It is our understanding also that the trade commissioner will be primarily 
responsible for rendering specialized services in connection with the export and 
import interests of foreign traders and investors of the United States. Ap- 
propriate arrangements will be worked out between the two Departments for 
advance consultation to prevent any instructions or actions which might be 
injurious to our foreign policy or foreign relations. 

The last sentence of paragraph B (2) on pages 3 and 4 provides that the re- 
quirements for trade commissioners will be separately identified in a separate 
line in the State Department budget. This refers to the budget justification 
materials presented to the congressional appropriation committees, not to the 
format of the President’s budget prepared by the Bureau of the Budget. 

With the above amplifications of the mutual agreement, we have no objection 
to the effectuation of the proposed operating arrangement. 


Sincerely yours, 
RowtaNnpD Hucues, Director. 
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Tas D 
JANUARY 11, 1955. 


PROGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY ROpeRT HELLER & 
ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Composition of the personnel system 
Determine the feasibility of consolidating Foreign Service and Civil Service 
personnel (of the Department) into a single Foreign Affairs Service. 


II. REPORT OF PROGRESS 


In March 1954 Secretary Dulles appointed a Public Committee on Personnel 
to recommend measures necessary to strengthen the effectiveness of the profes- 
sional service in meeting the Department’s increased responsibilities. The com- 
mittee was requested to consider the merging of departmental Civil Service and 
Foreign Service personnel substantially within the framework of existing legis- 
lation. 

The committee submitted its report in May 1954. Its principal recommenda- 
tion was that the personnel of the Department and of the Foreign Service should 
be integrated into a single administrative system where their functions converge, 
thus putting an end to the institutional separateness of these main functioning 
arms of United States diplomacy. 

To accomplish this purpose the committee recommended fhat the Foreign Serv- 
ice officer corps be expanded through a liberalized lateral entry program and 
that the expanded corps staff a majority of officer-type positions in the Depart- 
ment and at posts abroad. The committee urged that the transfer of qualified 
departmental, Reserve, and staff officers to the Foreign Service officer corps be 
accomplished within 2 years and on a voluntary basis. It recommended that the 
Department seek legislation to authorize lateral appointments above the min- 
imum salary rate. 

Secretary Dulles promptly approved these recommendations for strengthening 
the conduct of foreign affairs and directed their immediate implementation. 
This decisive and prompt response not only fulfilled the above-cited proposal of 
Robert Heller & Associates, it substantially affirmed the earlier recommendations 
of the Hoover Commission (1949) and the Secretary’s Advisory Committee on 
Personnel (1950). 

The Department has moved ahead vigorously on the integration program as 
attested by the fact that: 

(1) Legislative authority has been secured to make 500 lateral appointments 
above the base rate before March 31, 1955. (Public Law 759, 83d Cong.) 

(2) All officer positions in the Department and abroad kave been reviewed and 
those to be staffed in the future by the Foreign Service officer corps have been 
designated. (Approximately 3,800 positions are so designated.) 

(3) The lateral-entry program is well underway with: 

(a) Over 1,200 records reviewed by examining panels; 

(b) Almost 600 oral examinations (in the form of an interview) com- 
pleted ; 

(c) Two hundred and five candidates certified for appointment as Foreign 
Service officers and 19 additional candidates as Reserve officers; and 
(d) One hundred and fifty-two candidates confirmed by the Senate. 

(4) Additional legislation to facilitate the integration program has been 
cleared with the Budget Bureau and is about to be transmitted to the Congress. 

The Department has moved far beyond the study proposal submitted by 
Robert Heller & Associates and is, in fact, engaged in carrying out a compre- 
hensive program. 
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PROGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY Rosert HELLER & 
ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Recruitment and examination 


Development .of improved recruitment and examination methods to bring 
about the employment and appointment of personnel better fitted for service in 
the Department and at foreign posts. 


II. REPORT OF PROGRESS 
(a) Recruitment 

1. Since January 1954 (when field recruitment was first authorized subse- 
quent to the freeze) all recruitment for the Department and the Foreign Service 
has been conducted through the United States Employment Service and the 
several State employment services affiliated therewith. The use of these facili- 
ties has made it possible to cut the size of recruitment teams by one-third and has 
reduced the cost of field recruitment by approximately one-half of what it 
previously cost before these facilities were regularly used. 

2. Since January 1954 most clerical recruitment has been on a dual service 
basis, i. e., most Foreign Service clerical personnel have been required to serve 
from 6 months to 1 year in Washington before being sent overseas. This has 
resulted in easier elimination of obviously unfit people, better trained and better 
oriented personnel for overseas duty, and a regular supply of clerical talent for 
Washington clerical positions which have always been difficult to fill. The 
institution of the 180-day clearance (put into effect at the insistence of PER) 
has been the basis on which this clerical dual-service program has been instituted 
and has materially cut down the delay that occurs between the recruitment and 
entrance on duty dates. This device has enabled the Departinent to cut down its 
clerical declination rate by one-third and has resulted in the sending overseas 
of better qualified clerks. 

3. Since September 1954 the more rigorous Foreign Service recruitment stand- 
ards (e. g., physical requirements, availability for worldwide service, etc.) have 
been applied where direct recruitment has been necessary to fill any of those 1,400 
departmental jobs designated as Foreign Service posit. ons pursuant to the recom- 
mendations of the Secretary’s Public Committee. This has resulted in a higher 
recruitment standard and will make for greater flexibility in the assignment of 
such personnel. 

4. Pursuant to the approved recommendations of the Secretary’s Public Com- 
mittee, considerable progress has been made in developing legislation and ad- 
ministrative plans for establishing a scholarship training program along the 
lines proposed by the committee. 

5. A projection of the need for class 6 Foreign Service officers through fiscal 
year 1956 has been made to guide the extensive recruitment program that is 
currently being worked out. In this connection, a revised recruitment booklet 
on the Foreign Service is almost in final draft. 


(b) Examination 

Pursuant to the recommendations of the Secretary’s Public Committee, the 
34-day written examination which was formerly required of all FSO-6 candi- 
dates is being superseded by a 1-day written examination. This new examina- 
tion is not a memory test but is designed to evaluate the relative abilities of 
candidates who may come from a wide variety of disciplines. Its use should 
make it possible to attract a larger number of candidates from a greater variety 
of backgrounds than was heretofore possible. The oral examinations instead of 
being conducted in Washington will be given at points near to the homes of the 
candidates. By conducting the written examinations in December and by giving 
the oral examinations in the field, it will be possible to substantially complete 
the whole examining process by the end of each school year. These changes 
should aid materially in attracting the best talent coming out of American col- 
leges today to enter the Foreign Service. 
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ay 
January 11, 1955. 


PROGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY ROBERT HELLER § PR 
ASSOCIATES 
I. STATEMENT OF PROPOSED IMPROVEMENT r 
Career development 
Revision and improvement of career-development programs so as continuously ad 
to provide well-trained and skilled personnel needed by the Department at aj! 
times to fulfill its responsibilities (see also Training). 
II. REPORT OF PROGRESS 
re 
As now planned, the career-development program will be built predominantly n 
around the expanded Foreign Service officer corps that will result from integra- e! 
tion and increased FSO—6 recruitment. The program will be developed in close g 
coordination with the training program and assignment and rotation policies. tl] 
The project involves five distinct phases. The progress made to date is S 
described generally under the phases listed below : 
1. Reaching basic understanding and agreement of objectives and principles of 
nr 
the program 
Final revisions to a comprehensive statement of objectives and principles are 
being discussed this week. Following approval, this document will serve as the 
primary guide in determining the ways and means of putting a career-develop- 
ment program into operation. 1 
| 


2. Finding methods to translate objectives and principles into action 


Career-development programs of private business and other Government agen- 
cies are being analyzed so that the Department can benetit by their experience. 
Programs of the Air Force, the Department of Commerce, the Navy and the 
McCormick Co. have been reviewed and the programs of additional companies 
are to be reviewed. Improved assignment and career-development methods are 
now being tried out experimentally in connection with studies of the labor func- 
tion and with the intelligence research function. A similar study of budget 
and fiscal positions at home and abroad is about to get underway. Some of the 
methods undergoing experiment are: Better advance planning of assignments, 
development of concrete and meaningful career guides, development of quali- 
fication guides, cataloging post and oflicer-assignment limitations, and coding- 
position requirements and officer skills. 


3. Analysis of positions and personnel 


A detailed analysis has been made of the anticipated need for additional 
Foreign Service officers by class level through fiscal year 1956. These data are 
now being refined in terms of functional needs. 

A tentative list of career areas and specialties has been prepared and applied 
to all positions at home and abroad in ARA. If the approach developed by this 
pilot study is satisfactory, a similar analysis will be made of all Foreign Service 
positions and subsequently of non-Foreign Service positions. (Career develoy- 
ment plans must be related to the various types and levels of positions com- 
prising the integrated service. ) 

Analyses of officer skills have been made on sample cases selected at random 
in order to develop more effective ways of determining career development needs. 
Arrangements are in process for analyzing the skills of all departmental 
“integratees” as a pilot study in further developing this approach. In addition, 
the type of information to be included on the machine record cards and the 
development of a process for securing the necessary information concerning each 
officer are now under study. 


4. Applying approved methods to all FSO positions and Foreign Service officer’ 
This phase has not yet been reached, but is expected to begin shortly. 
5. Followup on operation and effectiveness of program 


The basis and methods for followup will be determined after the program is 
further along. 
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JANUARY 11, 1955. 


PROGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY RoperT HELLER & 
ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Training 
Development of policies and preparation of training courses, supported with 
adequate facilities, as a means of carrying out dynamic training programs. 


II, REPORT OF PROGRESS 


As a major step toward the fulfillment of proposals contained in the Heller 
report (and further developed by the Secretary’s Public Committee on Person- 
nel), the activities of the Foreign Service Institute have been appreciably broad- 
ened and strengthened during the past 6 months. A concrete indication of this 
growth is contained in the following comparison of staff and trainee levels at 
the beginning and end of the period. 


Staff: 
June 1954 
December 1954 
Trainees: 
June 1954 
December 1954 


During this time, five courses of action have been initiated, the results of 
which will have a direct bearing on career development training as envisioned 
by the Heller group: 

(a) A survey of the Department’s training needs for a 5-year period and the 
establishment of annual training quotas to meet those needs. 

(b) Requests for funds necessary to achieve approved annual training objec- 
tives. (The Bureau of the Budget has approved the Department’s request for a 
major expansion in training activities in fiscal year 1956.) 

(c) Further strengthening of the FSI staff. 

(d) Development of procedures for the review and evaluation of all programs. 

(e) Development of procedures for full recognition of training in promotions. 

A systematic review of all Foreign Service Institute training activities has been 
undertaken by the Acting Director of FSI, in close cooperation with the Office of 
Personnel. Changes in existing policy and in the preparation of courses are 
already resulting from this survey, with particular emphasis on needs, program 
content and requirements for participation. Categories of activities subject to 
this analysis include: 

(a) Introductory training; 

(b) Mideareer training for Foreign Service personnel ; 

(c) Advanced training including War College assignments ; 

(d) Training for personnel integrated into the Foreign Service; 
(e) Specialized graduate level training; 

(f) Specialized advanced management and administrative training ; 
(9) Specialized consular training; 

(h) Language training; 

(i) Training at posts and field centers; 

(j) Training in intercultural communication ; 

(kK) Critical issues seminars; 

(1) Work skills and competences ; 

(m) Intermediate course on foreign affairs; 

(n) Use of visual aids and graphics facilities ; 

(0) Orientation programs for dependents. 


64302—56—pt. 1——-28 
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JANUARY 11, 1955, 


PROGRESS OF PERSONNEL RECOMMENDATIONS SUBMITTED BY ROBERT HELLER & 
ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Establishment of utilization and rotation policies and procedures to assure 
optimum use of personnel at a reasonable cost (see also Management Inventory 
Control). 

II, REPORT OF PROGRESS 


The Heller Associates’ concern over utilization policies is closely related to 
their recommendations regarding the establishment of an in-transit complement. 
The Department endorsed this recommendation and sought to have the 1956 
budget prepared on the basis of post complements plus an in-transit comple. 
ment, the latter to be administered by the Office of Personnel. The Bureau of 
the Budget did not accept this proposal, but did allow a slight increase in per- 
sonnel for fiscal year 1956 for this purpose. (Adequate provision for realistic 
staffing patterns and in-transit complement approximating 20 percent of the 
total Foreign Service staff is a prerequisite to improved utilization in the sense 
in which it is recommended by Heller Associates. ) 

As a result of management surveys within PER and by representatives of 
the A area, substantial progress has been made in the development of staffing 
pattern information as well as improvements in regional bureau and PER 
records. 

Rotation policies and procedures are directly affected by the tour-of-duty and 
home-leave policy which the Department must follow. They are further af- 
fected by the integration program and resulting rotational assignments for 
integrated departmental officers as well as for Foreign Service personnel. A 
target has been set to transfer at least 100 departmental “integratees” to the 
field by July 1, 1955. Plans are being made to return to a straight 2-year home 
leave program commencing July 1, 1955. The Personnel Operations Division 
in cooperation with the personnel project staff, is working on the necessary modi- 
fication of rotation and assignment policies to accommodate the problems raised 
by the integration program. In this connection certain basic policy proposals 
have been presented to and approved by O. The next few months should see 
substantial development in this respect. 


JANUARY 11, 1955. 


PROGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY RoBERT HELLER & 
ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Compensation and personnel relations 


Revise standards with regard to salaries, allowances, leave, hospitalization, 
insurance, and retirement, as well as living conditions at foreign posts, to provide 
greater incentives and encourage more continuity of service. 


II. REPORT OF PROGRESS 
(a) Salaries 


The Department has consistently sought to have the Foreign Service included 
in general pay legislation increasing Federal salaries. The administration is 
about to propose to the Congress a salary adjustment plan which will provide an 
average 5 percent increase for Federal employees. Employees paid under the 
Classification Act will receive an average 4.9 percent salary increase and employees 
under the Foreign Service salary schedules will receive an average 5.1 percent 
increase. The administration bill carrying these increases will contain a separate 
section or title for the Foreign Service. Chances of passage are considered good. 
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(b) Allowances 

Two separate bills affecting allowances are crrently in final draft stages. 

1. Amendments to the Foreign Service Act of 1946, sponsored by the Department, 
authorize an education allowance, payments of hardship differentials to Foreign 
Service officers and Reserve officers, and authorize a home service transfer 
allowance for officers assigned from a post abroad to the United States. These 
are the three most urgently needed improvements in the allowance structure. 
Bureau of the Budget clearance has been obtained and the proposed legislation 
will shortly be transmitted to the Congress. 

2 A bill entitled, “Overseas Allowances Act of 1955,” sponsored by the Presi- 
dent’s adviser on personnel management, is similar to H. R. 9767 which failed of 
passage in the last Congress. The Department has endorsed this bill and has 
contributed substantially to its development. This bill provides the same allow- 
ance changes as do the amendments to the Foreign Service Act plus several other 
minor improvements in the allowance structure, including extending the official 
residence allotment to certain deputy chiefs of mission, an initial repairs allow- 
ance for substandard quarters, a temporary lodging allowance prior to departure 
from a post abroad, addition of water to utilities for which expenses may be 
reimbursed. It generally codifies legislative provisions governing allowances 
for civilian personnel of all agencies. Passage of this bill in substantially the 
form it will be submitted is confidently expected by the White House staff. 


(c) Leave 

The Department has obtained Bureau of the Budget approval for including 
in the departmental budget sufficient funds to finance a 2-year home leave 
program in fiscal year 1956. Plans have been laid to provide home leave after 2 
year's abroad for all personnel at differential posts and for all clerical personnel 
in classes FSS-12 and 13 at nondifferential posts for the balance of fiscal year 
1955. 

The requirement of last year that leave balances be reduced each year was 
eliminated by action of the 838d Congress, Public Law 763, approved September 1, 
1954. Employees, therefore, may retain existing leave balances although they 
may still not accumulate more leave than provided by specified maximums. The 
Department has proposed to the Bureau of the Budget that legislation relating 
to home leave for other Federal personnel assigned abroad includes a provision 
increasing the amount of annual leave that may be accumulated by Foreign 
Service personnel. 


(d) Hospitalization 

The proposed amendments to the Foreign Service Act would authorize periodic 
physical examinations and inoculations for dependents of officers and employees. 
These benefits are now confined only to officers and employees. The administra- 
tion is actively considering a comprehensive contributory group medical insur- 
ance plan. Special provisions are being considered to meet the problems of 
Federal employees abroad. Representatives of the Office of Personnel have been 
working with the staff of the President’s adviser on personnel management in 
formulating the plans insofar as they affect the Foreign Service. 


(ec) Insurance 

A Governmentwide employees’ insurance plan was placed into effect at the end 
of August 1954 pursuant to legislation passed during the 83d Congress. This 
permits employees to carry at low rates, life insurance up to the nearest thousand 
dollar figure in excess of their present salary. 
(f) Retirement 

Procedures have been worked out under the integration program whereby 
lateral entrants can obtain immediate coverage under the Foreign Service retire- 
nent and disability system without being required to pay income tax on the 
refund of their contributions to the civil-service retirement system. Compre- 
hensive plans to meet the retirement problems of Foreign Service staff personnel 
us well as a modification of the existing Foreign Service retirement and dis- 
ability system in the light of the integration program are currently under study. 
The latter problem is being coordinated with the staff of the President’s adviser 
on personnel management. 

rhe several actions and developments discussed above give practical effect to 
the proposal of Robert Heller & Associates. They will go a long way in providing 
greater incentives and encourage more continuity of service on the part of all 
employees both in the Department and abroad. 
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JANUARY 11, 1955, 


PRoGRESS ON PERSONNEL RECOMMENDATIONS SUBMITTED BY RosErT HELLER 
& ASSOCIATES 


I. STATEMENT OF PROPOSED IMPROVEMENT 


Creation of sound standards for use in evaluating performance so that pro. 
motion or separation of personnel may be effected with a high degree of 
impartiality. 

Il. REPORT OF PROGRESS 


Current standards and methods used in evaluating performance in the For. 
eign Service attain a high degree of impartiality. Promotions and separations 
have been based solely upon the collective judgments of boards and panels, con- 
vened annually, with nonrepetitive membership composed of outstanding officers 
of the Service, representatives of other agencies and persons from public life, 
Precepts to the boards are carefully drawn to call attention to every aspect of 
performance which merits consideration. Experience with this system in the 
past 8 years demonstrates that this system is superior to the Governmentwide 
civil-service system. An evaluation of the present system has been undertaken 
by the A area in an effort to further improve existing standards and procedures, 

Performance evaluation with respect to departmental civil-service personnel 
is administered pursuant to civil-service laws and regulations. In this con- 
nection, the Department has proposed to the Civil Service Commission a number 
of basic improvements in the present system, but thus far the Commission has 
not taken positive action on these proposals. 

As a consequence of the integration program, a complete reevaluation has 
been made of the present Foreign Service promotion and selection-out system 
and basic recommendations for adjustments and improvements in this system 
shortly will be transmitted to the A area for review. 


Tas E 
DEPARTMENT OF STATE 
Office of Budget (OB) 
ORGANIZATION, FUNCTIONS, AND STAFF REQUIREMENTS 


I, MISSION 


The Office of Budget has central responsibility for coordination of the plan- 
ning, formulation, presentation, justification, and execution of the budgets for 
all programs of the Department, including the Foreign Service and acts for 
the Under Secretary for Administration in assuring State Department compli- 
ance with the directive from the Executive Office of the President as set forth 
by letter dated August 5, 1953, from the Director of the Bureau of the Budget. 
Inherent in this responsibility is the role of exercising budgetary control through- 
out the organization and rendering authoritative advisory assistance to admin- 
istrators of action programs on budgetary and management matters. Primary 
responsibility also rests in the Office for synchronizing financial plans with 
program requirements, establishing priorities of fiscal needs, and advising top 
management officials as to ways and means of securing the most effective pro- 
gram attainment within the practical availability of resources. It will further 
the development of cost consciousness within the Department and Foreign 
Service. 

Typical subject matter considerations of the Office’s staff and line relation- 
ships include (1) broad policy aspects of financial problems encountered in 
program performance, (2) implications of new work plans or revisions in exist- 
ing programs, (3) planning, scheduling and phasing of specific work programs, 
(4) the negotiation and implementation of reimburseable operations performed 
by the Department for other offices and branches of the Government, (5) the 
coordination of all departmental and Foreign Service planning for effective 
utilization of foreign credits and currencies, (6) initiate performance reporting 
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systems, and (7) make effective administrative use of data derived from reports, 
surveys or technical inspections as a management control device. He 

The Office of Budget assumes a signficant responsibility for leadership in 
promoting the utilization of the budget process, in its broadest sense, aS a 
fundamental of effective program planning, analysis and control. 


II. PLACE IN THE DEPARTMENTAL ORGANIZATION 


The Office of Budget, under the immediate supervision and direction of the 
Director, operates under the general direction of the Deputy Assistant Secretary 
for Administration. 

The Office provides program analysis in each substantive area of the Depart- 
ment with primary responsibility for technical guidance and audit of the develop- 
ment of proposed program plans, budgetary requirements and for furnishing 
intra- and inter-area staff assistance in program administration. The Office of 
Budget is responsible for conducting periodic management analysis and budget 
reviews of the operating performance in the various areas of the Department 
and provides the central stimulus for utilization of effective techniques by the 
decentralized budget staffs, for rendering advice, and for review and coordination 
of area proposals with an overall perspective of departmentwide program 
requirements. 

The Office of Budget is the action arm of A in encouraging and assisting the 
operating areas in the development and conduct of their respective management 
programs. Principal contributions of the Office of Budget will be in relating such 
programs to the budgetary, financial and administrative implications of overall 
problems and bringing its competence to bear on matters involving considerations 
of an interdepartmental character. 


III. SCOPE OF RESPONSIBILITIES 


The variety and complexity of the Department’s programs encompass within 
the field of international affairs and finance places a unique responsibility upon 
the central budget authority. The more significant characteristics of the pro- 
grams which require a peculiar breadth of experience, competence, judgment and 
program appreciation in the Office of Budget are: 

1. The programs substance ranges from foreign economic and military aid, 
reconstruction, civil administration of occupied areas, general foreign relations, 
intelligence acquisition, influencing opinion of foreign populations, and collabora- 
tion with other nations in the gamut of economic, social and political relation- 
ships, to the rendition of service typified by consular activities. 

2. Most of the Department’s programs have collateral interests or companion 
programs in other agencies of the Government (i. e., USIA, FOA, Commerce, 
Defense, Labor, HEW, Agriculture, etc.), and thus require phases of close inter- 
departmental planning, coordination, and control. 

3. All programs are dynamic in character and subject to continuous adjust- 
ment or modification to maintain consonance with political, economic, and mutual 
defense developments throughout the world. 

4. The programs, by reason of importance in world affairs, their dynamic 
nature and political import within the United States, are constantly posing issues 
of relative priority within fixed practical financial limits. 

5. The administration of each program of the Department stems from the 
Assistant Secretary level which, in terms of capacity of central budget liaison, 
requires personal attributes and program knowledge of significant measure to 
wield authorizative influence at the highest levels of administration. 

6. The organization and administrative processes vary from program to pro- 
gram to best serve specific objectives and thus, the Office of Budget staff must 
possess a knowledge of the principles of public administration and related ad- 
ministrative devices and procedures. 


IV. FUNCTIONS 


In summary, the Office of Budget will: 
- 1. Serve as principal advisory staff to the Assistant Secretary for Administra- 
tion on budget and related management problems of the Department. 

2. Serve as the central budgetary management planning and programing 
staff of the Department in the review, coordination and control over the develop- 
ment of budgetary plans for funding and executing substantive programs. 
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3. Examine the program, organizational, and procedural plans and operations 
of all areas of the Department for the purpose of determining budgetary require. 
ments and advise administrators thereon. 

4. Appraise program administration and adequacy of management through 
reports, observation or surveys, for the purpose of assuring effective use of 
budgeted funds in the accomplishment of program objectives. 

5. Evaluate the relative priority of existing and projected programs of the 
Department and prepare analytical forecasts of related budgetary requirements 
and implications. 

6. Provide technical supervision for operating offices over techniques of budget 
preparation and execution; and, based upon performance evaluation, advise 
operating offices regarding projects which should be instituted. 

7. Performs staff planning and, as directed, assists or serves as the alter-ego 
of the Deputy Assistant Secretary (budget officer) in the presentation of budget 
estimates and justifications before the Bureau of the Budget and the Congress, 
and conducting relationships with the Bureau of the Budget, the Congress and 
other Government agencies on budgetary and related matters. 

8. Advise and assist administrators of action programs in the solution of 
management problems having budgetary implications. 

9. Appraise existing legislation and review and anlyze proposed legislation 
from the standpoint of budgetary implications and feasibility, and plan or direct 
negotiations thereon with the Bureau of the Budget and Congress. 

10. Prescribe the form, content, basic assumptions and policies, for guidance 
of program budget units in the budget presentations, and analyze, advise on and 
consolidate final estimates. 

11. Determine or approve budgetary plans in relation to work programs, and 
grant, authorize, and maintain overall control of funds and _ position 
authorizations. 

12. Reconcile the financial plan for the fiscal year with budget estimates 
previously presented to Congress. 

13. Prescribe budgetary reporting and control systems relating fiscal and pro- 
gram accomplishment for the Department. 

Functions 1 through 9, which deal essentially with program planning, analysis, 
evaluation and management appraisal will be carried out by functional program 
analysts operating on a clientele basis. The balance of the functions, 10 though 
13, covering the calendar of the budget process, estimates preparation, approval 
of financial plans, and budgetary reporting and control will be the responsibility 
of the Division of Financial Management with advisory assistance of, and 
clientele liaison through the Division of Program Review. 


V. INTERNAL ORGANIZATION 


The Office is composed of the Office of the Director; and two chief divisions, 
the Division of Program Review responsible for liaison and analysis (adminis- 
trative, consular, intelligence, geographic program, public affairs, international 
organizations, economics and refugee relief program, as well as collateral pro- 
grams of FOA, USIA and Defense), and a Division of Financial Management. 


1. The Office of the Director 


This office will be responsible for the development, direction and execution of 
plans for fulfilling the Office’s responsibility for coordination of budgetary man- 
agement and fiscal plans, and methods of accomplishing all programs of the 
Department; for negotiation and implementation of reimbursable’ operations 
performed by the Department for other offices and branches of the Government: 
for coordination of all Department and Foreign Service planning for effective 
utilization of foreign credits and currencies; and for initiating budgetary per- 
formance and pertinent cost analysis reporting systems. The Director will 
render advice and assistance to responsible executives on matters within the 
Office’s frame of functional reference hereinbefore outlined. 

The Director will represent personally or by delegation, the Office’s interest on 
major administrative committees. He will personally participate in such 
meetings as require horizontal representation. His supervisory responsibilities 
will, by virtue of the independent competence of staff, be limited to overall pro- 
graming, coordination and general review of the Office’s accomplishments. As 
Director he will direct and coordinate all activities specifically assigned to the 
office involving relationships with the Bureau of the Budget and the Congress. 
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The Office of the Director will also be responsible for : 

(a) Bureau of the Budget bulletins and circulars including their distribu- 
tion, assignment of necessary action and compliance ; 

(b) review of legislation for compliance and carrying out of requirements 
and review of hearings for purposes of coordination and compliance with 
requests or directives ; 

(c) and maintenance of appropriation histories and files. 

The special assistants to the Director will be responsible for carrying out such 
assignments of internal coordination or specific ad hoc or continuing projects 
as may be assigned by the Director. 


2. Division of Program Review 

The Division of Program Review will be responsible for the areas covered by 
the geographic and the functional bureau and offices of the Department. This 
covers the functional fields of administration-consular, public affairs-interna- 
tional organization activities, and Intelligence-Economics, and Geographic 
Bureau operations and the area administration for which they are responsible. 

As occasion requires each branch chief will be expected by assignment to per- 
form the duties of the other as occasion warrants. Within the broad terms of 
assignment, subject only to general direction and coordination, the Division 
Chief will be independently responsible for developing his own work program, 
identifying clientele problems and objectives, determining data and analysis re- 
quired for solution of operational problems, and advising and negotiating au- 
thoritatively with top officials in their respective areas on all matters. In 
addition to rendering advice on budgetary techniques, the Division Chief will 
carry the responsibility for program analysis involving the budget management 
and fiscal aspects of functional objectives, processes, operational characteristics 
and current and long-range problems. 

In carrying out the range of responsibilities, the Division Chief will: 

(a) Serve as expert functional adviser and analyst on budgetary man- 
agement and fiscal aspects of related substantive programs, relating sub- 
stantive accomplishments to financial plans. 

(b) Be cognizant of and interpret to executive and operating officials the 
broad policy impact of budgetary considerations encountered in action 
programs. 

(c) Acquire an intimate continuous intelligence of the conditions and 
affairs of specific functional proframs through participation in policy form- 
ing conferences, program staff. meetings, briefing sessions, development of 
position papers, and close liaison with all levels of program administrators 
and principal officers. 

(d) Serve as a functional specialist on matters of program poiicy, content 
and scope, and operations, through budget examination, management analy- 
sis, and liaison responsibilities. 

(e) Keep abreast of significant program inforination, records of program 
accomplishment, and budgetary afd financial status. 

(f) Provide an interprogram exchange of functional intelligence on mat- 
ters encompassing more than one functional interest, with the Division of 
linancial Management in regard to the coordination, review, and control of 
all programs. 


3. Division of Financial Management 

The Division of Financial Management will play a key role in providing techni- 
cal guidance and assistance to operating budget units in determining the alloca- 
tion of funds and position authorizations for appropriations having multiple 
operating claimants, developing and interpreting budgetary and performance 
reports, and advising clientele division of corrective administrative action indi- 
cated by significant report indexes. This Division will be responsible for pro- 
sraming the entire budget process for all programs, including the preparation of 
the calls for estimates, establishing budgetary and personnel ceilings, the review 
and coordination of estimates, the development of financial programs and appor- 
tlonments, and reports and fiscal controls for all appropriations, allocations, and 
working funds of the Department. 

The Division of Financial Management will have no clientele responsibilities, 
but rather will transmit its actions to operating areas through the Division of 
Program Review. 

The Division of Financial Management will be responsible for the following 
activities under all appropriations of the Department : 
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Call for forecast, annual and supplemental estimates.—(a) Develop the annual 
and special calls for long-range estimates of financial requirements, with advisory 
and review assistance of functional division. This responsibility shall include 
the development of standard forms, techniques of preparation and definition of 
general substantive data to be included, instructions regarding physical format, 
the timing, routing, clearance, procedures, etc. 

(b) Arrange for the review of such estimates by the Division of Program 
Review, consolidate same and prepare the ultimate presentation format for 
transmission to the Bureau of the Budget. 

(c) Act as liaison with the Bureau of the Budget in arranging for other 
discussions required on technical places of the submissions. 

Budgetary ceilings——(a) Arrange the necessary interdivisional conferences 
for resolving the distribution of ceiling limitations at the appropriation level, 

(b) Advise substantive operating areas of the Department regarding their 
revised estimates and ceilings, through the Division of Program Review. 

Consolidation of estimates.—(a) After review and approval of substance by 
the Division of Program Review, this Division will analyze final estimates pre- 
pared by the program areas of the Department for conformance with the instruc- 
tions contained in the call. 

(b) Other activities include: (1) preparation of overall consolidated com- 
mittee tables required, (2) furnishing the necessary typing of stencils, etc., (3) 
arranging for reproduction, collating, tabbing and indexing, (4) coordinating 
fiscal clearance with OF, and (5) transmitting estimates to the Bureau of the 
Budget or the Congress. 

Financial programs and apportionments.—(a) For appropriations to be cen- 
trally controlled, this Division will, with the advice and cooperation of the 
Division of Program Review, (1) develop the financial plan for budget execu- 
tion and the related apportionment requests, (2) develop and submit to the 
Bureau of the Budget, the necessary requests for personnel ceilings, (3) pre 
pare personal service authorizations, (4) prepare allotment advices for other 
than permanent personal services and travel, (5) prepare allotment authority 
to allottees responsible for the administration of their budget allotments. 

(0) For appropriations to be administered on a decentralized basis, this Divi- 
sion will (1) secure, through the clientele of the Division of Program Review, 
the financial programs, (2) refer same to the Program Division for review and 
approval, and (3) establish such overall records of financial plans as are neces- 
sary to make possible the subsequent control on a report basis. 

Reporting systems and control devices.—-This Division shall: 

(a) Maintain such records as are necessary to supplement the OF finan- 
cial reports or provide for their maintenance in the substantive areas in 
the Department, in such a manner that monthly status reports may be 
developed for all appropriations of the Department. 

(b) Maintain liaison between OB and OF on technical requirements of 
reports and mechanisms for budgetary control. 

(c) Maintain such records of employment and rates of obligation on 
personal services, or arrange for same to be kept in the substantive areas 
of the Department, in order that projections may be made to reflect the 
relationship between program plans and fiscal resources. 

(dad) Review and analyze for the Office, the Form No. 138, Report on Status 
of Appropriations, and all other financial reports required by law. 

(e) Advise the other division of implications of appropriation status 
reports and advise regarding control action required to adjust performance 
in relation to financial situations. 

(f) Develop or approve the pattern of allotments for all appropriations 
to assure the development of data required in status control reports. 

(g) Coordinate with OF the control of working fund transfers, reim- 
bursement agreements and the documentations for settlement required 
thereunder. 

(h) Prepare recurring or special reports of budgetary character as re 
quired by the Congress, the Bureau of the Budget or control agencies in 
the executive branch. 

(i) Provide technical guidance to the budget staffs in substantive areas 
regarding planning, preparation and execution of financial programs. 

(j) Responsible for clearances on instructions to the field, including all 
departmental instructions on management, fiscal and operating methods 
and procedures (including those relating to FOA, USIA, ete.). 
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EXuHIsItT D 


REPORT ON RECOMMENDATIONS OF ROBERT HELLER & ASSOCIATES 


DECEMBER 1, 1954 


MEMORANDUM FOR Mr. SALTZMAN 


Subject: Heller Report. 


A. Records management 


You requested information as to the present status of the Heller report, which 
document has been in my office for review for some time. 

I am informed that on July 2 there were 15 copies of the Heller report known 
to be in the Department, and later it was discovered that 8 additional copies 
were on hand in the Heller & Associates office in Cleveland. These additional 
copies have been received, making a total of 23. Their disposition is as follows: 


er POOR Pee en, 


1 | A—Mr. Hammond____......____-_ 1 
i | POHR—Mr. Wilson__........._..__ 1 
1} OGS contract files (for evidence of 

1 contract performance) __-______ ce 
SF aN ee SS i 12 
® (| Unmeccounted for *................ 9 


1 These copies are held with instructions not to release except on specific approval. 


You will recall that I made arrangements for Mr. Hamilton Wright to discuss 
the Heller report with me on August 9. Mr. Wright and I spent the better part 
of a day going over the various Heller recommendations. Mr. F. L. Elmendorf 
also came to the office on September 16 and 22 and spent about the same amount 
of time. Mr. Elmendorf is a vice president of Robert Heller & Associates, and 
Mr. Wright was in charge of the management-survey report, which he signed 


Responsive to your request of August 3, a review of the Heller report has been 
made by this office and attached as tab A is a list of the proposals which have 
been implemented, showing the Heller estimates of savings compared with the 
Department’s estimates of the actual savings. The summary of tab A shows 
that for the fiscal year 1954 the Department’s estimate of its actual savings was 
$297,792 as compared with the Heller estimate of $489,172. For the fiscal year 
1955 the Department’s estimate of actual savings is $389,087 as compared to 
$1,322,379, a difference of $933,292. 
and the Heller estimates are detailed in tab A. Further study is being made 
of the reasons for these differences and whether or not the Department may 
expect to fully accomplish the savings estimated by the Heller total estimates. 

The foregoing covers that part of the Heller report through page 18. The 
remainder of the report will be covered by discussing the subjects in the order 
in which they appear in the Heller report, as follows: 

A. Records Management (pp. 18-21). 

B. Consolidation of Library Facilities (pp. 22-23). 

C. Tabulating Machine Installations (pp. 23-24). 

ID. Correspondence Review Staff (pp. 24-26). 

KE. Bureau of United Nations Affairs (pp. 26-28). 

F. Contributions to International Organizations (p. 29-32). 

G. Foreign Economic Reporting (pp. 33-38). 

H. Personnel Management (pp. 39-46). 

I. Controllership Functions (p. 47-54). 

J. Overall Structure of the State Department Organization (pp. 55-69). 


The differences between the Department's 


The Records Branch of OC is under special review by this Office independently 


rt. You will recall that there was some congressional criti- 


cism about our Records Branch, suggesting a renovation and reorganization. 
To that end this office has the entire project under review and has employed 
the services of an independent operator, Mr. John J. Mahaney, on a contract 


1 of 30 days. Mr. Mahaney has been ill and away from his 


office, and we are told that he will not be on hand much before the middle of 
December. In the meantime, Tom Estes, FSO-3, has recently been installed 
as Deputy Assistant Secretary in Charge of Operations and has been instructed 
to make this Branch his first point of contact. Mr. Kenneth Hoover, former 
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records-management officer, has left the Department and we are in a position 
now to appoint a competent successor to him so as to accomplish the necessary 
reorganization. In my opinion, this program will be completely productive in 
pringing that Office to an efficient and useful organization. 


B. Consolidation of library facilities 


The Heller report states that its consolidation was approved on February 4, 
1954, but it has not been possible to complete the consolidation of the library 
because of an inability to find suitable space. Choice No. 1 would be to have 
the library completely housed in the New State Building, but the space factor 
is the one question which cannot be solved at this time and, therefore, it is 
recommended that the study of the library consolidation be continued. In that 
connection, Mr. Howard Chaille of the A area is currently working on the entire 
matter. As soon as the space problem is solved, definite recommendations will 
be brought to your attention. 

The Heller report recommends that the library facilities be transferred from 
the R area to the A area. This recommendation has some merit and when this 
project is completed an administrative decision should be made. 


C. Tabulating-machine installations 


The Heller report stated that the tabulating-machine installation located in 
the Office of Personnel should be combined with that of the Office of General 
Services when the tabulating equipment in the Office of Finance was discon- 
tinued. It was stated that this combination would allow greater utilization 
of equipment and permit the discontinuance of 1 accounting machine and 1 
key-punch machine. This project has been carried out as indicated and the 
estimated saving is shown in tab A. 


D. Correspondence review staff—Executive secretariat 


I recommend that the correspondence review staff be continued as is for 
the reason that it performs a constructive function in relieving the substantive 
areas from burdensome details in the preparation and review of correspond- 
ence for the signature of senior officers of the Department. It is impossible 
to measure in dollars the good that this staff accomplishes as against the dollars 
which it is stated would be saved if it were eliminated. It is also recognized 
that it is usually not only difficult but expensive to decentralize a highly 
specialized competence in so technical a field as correspondence format, 
grammar, style, and punctuation. However the A area will continue to have 
this activity in mind for further review, and should later developments indi- 
cate that a high degree of competence had been reached by the Department 
as a whole, appropriate action can be taken. 


E. Bureau of United Nations Affairs 


The name of this area has been changed to the Bureau of International 
Organization Affairs. In our investigation of this section no evidence was 
discovered to support the stated tendency toward self-sufficiency as indicated 
by the Heller report. Officers of the geographic bureaus are well satisfied with 
the relationship that they have with IO. 

The Bureau of the Budget made a study of the United States Mission to the 
United Nations, in June 1954, and discussed in detail all relations between 
the Department and USUN. This report, among other things, states that 
the A area should play a much more dynamic role in the formulation and 
screening of proposed positions on UN budgets than it now does. It also states 
that a Department budget officer should assist USUN in preparing budget 
justifications and staffing patterns. It is the present responsibility of the 
Budget Office to perform as proposed by the Heller report and their actual 
performance indicates that they do maintain liaison and knowledge of the 
Bureau of United Nations Affairs. 

On page 28 the Heller report states that the Classification Branch of the 
Office of Personnel was conducting a work assignment survey of IO. PER re- 
ports that the results of that survey did not show sufficient duplication to 
justify decreases in personnel and on the contrary the investigator recognized 
the increased workload on present staff because of the day-to-day crises coming 
before this organization. 

Later in this report, in the section headed “Controllership Functions,” the 
action being taken within the Department covers the Bureau of United Nations 
Affairs as a part of the controllership discussion. 
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F. Contributions to international organizations 


The Heller recommendations on page 32 of the Heller report are as follows: 
1. It is reeommended that the Office of International Administration anq 
Conferences establish a fixed schedule for periodic evaluation of benefits 
derived from international organizations, in conjunction with other inter. 
ested parties, with a clear objective of determining the propriety of continued 
participation. 

2. It is recommended that the Office of Budget and Reports assist in the 
evaluation of benefits derived from memberships in international organiza- 
tions by developing procedures to be followed and by reviewing and comment- 
ing on results. 

3. It is recommended that the Under Secretary for Administration be 
charged with final responsibility for passing on the adequacy of data to be 
presented in appropriation requests and for resolving the Department’s posi- 
tion with respect to extent and scope of contributions. 

The timing on implementation of recommendations 1 and 3 should be at 
the discretion of the Office of the Under Secretary for Administration or his 
successor. Recommendation No. 2 is being implemented by this Office, about 
which more will be said later in this report in connection with the establishment 
of the Office of the Controller. 


G. Foreign economic reporting 


I do not concur with the short-range recommendation on page 35 that the 
Division of Foreign Reporting and the liaison staff of the Division of Communi- 
‘ations and Records be combined under the jurisdiction of the Assistant Secre- 
tary for Economic Affairs for the reason that the A area is presumed to be a 
more impartial location than the E area, which is directly competitive with 
other Government agencies requiring reports, particularly the Department of 
Commerce, I concur with the long-range recommendation on page 36 that an 
overall authoritative group in the Executive Office of the President be charged 
with the responsibility of developing a new overall program for foreign economic 
reporting. 

Acting under your instructions, conversations extending over a considerable 
period of time have been held with representatives of the Department of Com- 
merce to determine (a) more specifically Commerce requirements for special 
assistance to American business in areas of unusual commercial importance 
overseas, through the employment of additional commercial attachés and trade 
commissioners; and (b) by mutual agreement, the resources to be provided by 
the Department of State for assembling world-trade information for American 
business in those special fields stipulated by Commerce, referred to as “specific 
purpose reports.” 

These conversations have proceeded on an informal basis, with the full 
knowledge of the Rockefeller committee, the Hoover Commission, and the 
Bureau of the Budget, up to a point where some definitive action could be 
taken. Before reaching that point, however, word was received from the 
Rockefeller committee that these discussions should be held up pending some 
guidance from the Executive Office of the President. In the meantime the 
Department has, with the collaboration of the Department of Commerce, sub- 
mitted its fiscal year 1956 budget requirements to provide the additional facili- 
ties referred to above. The Bureau of the Budget has currently allowed a 
substantial portion of the increase requested, but Commerce apparently is not 
satisfied and is still hopeful that they can persuade the Bureau of the Budget 
to authorize separate control of part of these funds. 


H,. Personnel management 


The Heller investigation of personnel management divided itself into the fol- 
lowing programs listed on pages 40 and 41 of their report: 

1. Composition of the personnel system.—Determination of the feasibility of 
consolidating Foreign Service and civil-service personnel into a single Foreign 
Affairs Service. 

2. Management inventory control.—Establishment of inventories of authorized 
positions and of personnel in the Foreign Service and the Department as a 
basis for controlling utilization and rotation in a more effective manner. 

3. Recruitment and examination.—Development of improved recruitment and 
examination methods to bring about the employment and appointment of per- 
sons better fitted for service in the Department and at foreign posts. 
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4. Career Development.—Revision and improvement of career-development 
programs so as continuously to provide well-trained and skilled personnel needed 
by the Department at all times to fulfill its responsibilities. 

5. Training—Development of policies and preparation of training courses, 
supported with adequate facilities, as a means of carrying out dynamic training 
programs. : ; 

6. Personnel utilization.—Establishment of utilization and rotation policies 
and procedures to assure optimum use of personnel at a reasonable cost. 

7. Compensation and personnel relations.—Revision of standards with regard 
to salaries, allowances, leave, hospitalization, insurance, and retirement, as well 
as living conditions at foreign posts, to provide greater incentives and encourage 
more continuity of service. 

8. Promotion and separation.—Creation of sound standards for use in evaluat- 
ing performance so that promotion or separation of personnel may be effected 
with a high degree of impartiality. 

9. Organization.—Clarification of the authority, responsibility, and organiza- 
tion of the Office of Personnel. 

Nos. 1 and 3 through 8, inclusive, are being implemented under the direction 
of the Under Secretary for Administration as a result of the Secretary’s ac- 
ceptance of the recommendations of the Public Committee on Personnel (Wriston 
committee). 

No. 2, management inventory control, is being implemented under the super- 
vision of this office as project X of the “battle plan” and is progressing rapidly 
to accomplish the establishment of a unified system of reporting to show: 

(a) Staffing patterns for all posts, listing incumbents and vacancies by 
job title and grade, and salaries by allotment ; 

(b) Provide an inventory of all authorized positions of all Foreign Service 
personnel and their qualifications ; 

(c) Enable the elimination of duplicate records now kept in the bureau 
and PER and provide a single source for personnel reporting; and 

(d) Provide a uniform basis for the control of Foreign Service American 
salary funds. 

No. 9, Organization : Concurrent with our study of the Heller recommendations 
on organization of the Office of Personnel, the Under Secretary for Administra- 
tion requested that a special review be made of the Office of Personnel along 
the following lines: 

(1) Review of personnel requirements of the Office of Personnel to deter- 
mine where reductions might be made. 

(2) Review the organizational pattern of PER to determine its effective- 
ness in terms of the minimum number of people required. 

(3) Review assignments of personnel in PER and determine how indi- 
vidual officers might be better utilized. 

Responsive to the foregoing, a report has been delivered to the Under Secretary. 
This report embodies certain conclusions reached in connection with a reorgan- 
ization plan, implementation of which is now underway. 

The Under Secretary authorized A to proceed with a reorganization program 
whenever in the best judgment of the Assistant Secretary for Personnel and 
Administration he deems such changes will accomplish greater efficiency and 
economy. <A progress report of those changes in the process of implementation 
in the Office of Personnel is attached as tab D. 

Other studies are in process having to do with the organization of the Office 
of Personnel, such as, (a) decentralization of those authorities which can best 
be done: in the field, (b) the degree to which such decentralization can be 
effective, and (c) what duplication, if any, exists between the regional bureau 
personnel staffs and similar staffs in the Office of Personnel relating to each 
bureau. Conclusions on these have not yet been reached. 

On page 43 of the Heller report a recommendation was made that authority 
and responsibility for development of methods for use of regional bureaus in 
fixing the number and qualifications of personnel required at all foreign posts 
should be centered in the Office of Personnel, and that regional bureaus should 
be obliged to adhere to the uniform methods thus established. 

On page 44 the Heller report further recommends that authority and responsi- 
bility also be centered in the Office of Personnel to develop a standard procedure 
for assignment of personnel to foreign posts. In this connection, it was recom- 
mended that the Office of Personnel be given sole authority to obligate salary and 
allowance funds for American Foreign Service personnel at foreign posts or 
in transit, in training or on leave. 
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This office recommended that the control of funds remain with the regiona] 
bureaus but that final authority with respect to the individual assignment of 
personnel within the scope of the post complement fixed by the regional bureays 
be reaffirmed in the Office of Personnel. The Under Secretary for Administration 
approved the foregoing and appropriate directives were issued. 

Because of the program under way to reorganize the Office of Personnel, jt 
is recommended that the Heller comments about the personnel organization 
be given further study with the idea that the questions they raise will be resolved 
along with other interrelated problems. 


I. Controllership functions 


The Heller report concludes on page 52 that the modern concepts of controller- 
ship responsibilities and service to management have not been fully implemented 
or put into practice within the Department. 

On page 60 of the Heller report, under the section “Organization,” there is 
recommended that a Bureau of the Controller be established under the jurisdic- 
tion of an Assistant Secretary-Controller with the authorities and responsibilities 
described. 

The foregoing recommendations and comments should be reviewed in the light 
of the change in administrative responsibilities resulting from the reorganization 
of 1949. Prior to 1949 there was a complete central authority in the A area 
over budget planning and financial operations of the Department. This central- 
ized responsibility deteriorated after the reorganization in 1949 when the Depart- 
ment installed specialized budget and financial personnel in each of the sub- 
stantive and functional areas of the Department. While there was a “paper” 
responsibility in the A area for many of the controllership functions which the 
Heller report now recommends be recaptured, the 1949 reorganization had a 
decided decentralization effect because it withdrew the functional and substan- 
tive areas from the influence of centralized control concurrently with the estab- 
lishment within those areas of budget personnel who had no direct line of 
command from the budget officer except in a technical sense. 

There is in existence today within the Office of the Assistant Secretary for 
Personnel and Administration all of the elements of an effective controller's 
office, headed by the Deputy Assistant Secretary for Administration, who is also 
the budget and finance officer. The present plan for revamping and reorganiz- 
ing the budget office is designed to place in that office the controls which will 
enable the budget officer to effectively carry out his controllership function. 
These elements envision the ability to exercise budgetary control throughout 
the Department and to render authoritative advisory assistance on budgetary 
and management matters. A presentation of the details and revised organiza- 
tion of the Office of Budget is set forth in tab B, which plan, dated November 15, 
1954, has already been approved. 

The Public Committee’s recommendations provide for an Office of Budget 
and Finance and the foregoing program would fit their recommendations. 

There is presently evidence of a lack of coordination between the high level 
policy planners and the A area (where the control of funds rests) to the extent 
that plans and projects are discussed and implemented without budget repre- 
sentatives being on hand to advise regarding the financial implications of such 
policy. It is therefore recommended that representatives of the A area be 
present at such discussions when high level policy making is taking place to 
bring financial responsibilities together with policy planning. This close-working 
relationship should be recognized and supported by appropriate directives issued 
by the Secretary. 

Regarding the Office of Finance, it should be noted here that a complete 
survey of all operations of the Office of Finance is presently being conducted. 
This survey will include an appraisal of the organization, procedures and methods 
with particular attention to simplification of headquarters-field relations and 
with a view to simplifying and making more meaningful the reporting proce- 
dures. A complete project outline has been approved in which specific recognition 
has been given to the need for adequate fiseal recording and reporting in support 
of controllership functions and responsibilities. 


J. Organization 


Under this section there are recommendations made pertaining to: 
Office of Under Secretary of State for Administration. 
Office of Inspection. 
Bureau of Personnel. 
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Bureau of the Controller. 
Bureau of Security and Consular Affairs. 
Bureau of General Services. 

Under Secretary of State for Administration.—It was recommended that the 
Congress be requested to extend indefinitely the authority for the Under Secre- 
tary for Administration. This is a high-level decision, but it is my recommenda- 
tion that this office be allowed to lapse on December 31, in accordance with the 
present law. It is my understanding that steps are being taken by OF to 
request legislation from Congress to legalize two positions entitled “Deputy 
Under Secretary,” one of which would be for policy and the other would be for 
administration. I concur in this proposal. The rank of a Deputy Under Sec- 
retary for Administration would be of sufficient importance to command the 
respect of other assistant secretaries so that he could act effectively on behalf 
of the Secretary of State. I asked Hamilton Wright of the Heller Associates 
about this counterproposal and he stated that Heller would agree to such a move 
as a substitute for their suggestion that the Under Secretary of State for 
Administration be continued. 

Ofice of Inspection (p. 57).—The Heller report recommends that an Office of 
Inspection be created, to report directly to the Deputy Under Secretary for 
Administration, and further that this Office be responsible for all inspection, 
including internal audits, a service not now being fully performed. 

The Public Committee report recommends that the Foreign Service inspection 
responsibility be attached to the Deputy Under Secretary for Administration. 

On April 15, 1954, the Secretary, by departmental Circular 95, assigned re- 
sponsibility for Department inspection as well as Foreign Service inspection to 
SCA. These activities are proceeding aggressively in their present location, 
although it has not been made clear whether this includes the function of an 
internal audit. 

I concur with the Public Committee report that foreign and domestic inspec- 
tion, including that of an internal audit, be attached to the Office of the Deputy 
Under Secretary for Administration. 

Regarding the Heller recommendation that the position of the Director General 
of the Foreign Service be abolished, I disagree and concur in the action already 
taken by O to transfer that position to the staff of the Deputy Under Secretary 
for Administration. The name “Director General” could be misleading in that 
it implies authority not included in the responsibility of that position. If a 
change in the name becomes desirable, I would suggest the title “Ambassador 
General of the Foreign Service” as being more descriptive. 

Bureau of Personnel, Bureau of the Controller, Bureau of Security and Con- 
sular Affairs, Bureau of General Services (pp. 58-63.—The Heller report recom- 
mends the establishment of the four bureaus listed above, the functions of which 
would embody the entire range of administrative and personnel responsibilities 
under the jurisdiction of the O area. The Heller report further suggests that 
the Bureau of Personnel and the Bureau of the Controller be headed by Assistant 
Secretaries, that the Bureau of Security and Consular Affairs be headed by an 
Administrator, and that the Bureau of General Services be headed by a Deputy 
Assistant Secretary. 

The Public Committee divided the responsibilities of the O area in a similar 
manner, although they did not state specifically the rank of the individual who 
is to act as the chief of each . 

The position of Administrator of the Bureau of Security and Consular Affairs 
is established by statute with a rank equivalent to an Assistant Secretary. It 
would seem that the form of organization to be adopted for the O office would be 
to divide its responsibility between 2 officers, 1 to be an Assistant Secretary for 
Personnel and Administration, the other to be the Administrator of the Bureau 
of Security and Consular Affairs. (There would be good logic to establish each 
of these positions at the Assistant Secretary level.) In support of the foregoing, 
the Deputy Under Secretary for Administration should have someone assisting 
him with the rank of Assistant Secretary so as to deal on the same level with 
assistant secretaries in the other areas in personnel and administrative matters. 
The Deputy Under Secretary for Administration will need to be relieved of a 
food deal of detailed work in the establishment and enforcement of the per- 
sonnel, administrative, and budget policies originating in his office. 

As a counterproposal to the foregoing Heller recommendations, there is 
attached a suggested form of organization chart for the administrative area 
(tab C). This chart provides for an Assistant Secretary for Personnel and 
Administration, and shows a natural division of his responsibility into three 
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main classes: (a) that responsibility having to do with money (Budget, Finance 
FBO), (b) that having to do with services (Office of Operations), and (c) that 
having to do with people (Office of Personnel). Each of the three named divisions 
would be headed by a Deputy Assistant Secretary. The balance of the 0 area, 
which would be headed by an Administrator, Bureau of Security and Consular 
Affairs, divides itself into: (a) Office of Security, (b) Office of Special Consular 
Services, (c) Passport Office, (d@) Visa Office, (e) Office of Munitions Contro| 
and (f) Refugee Relief Program. 

Other organization proposals (pp. 63-64) —The Heller report recommends that 
consideration be given to a grouping of the policy and coordinating functions 
under a Deputy Under Secretary of State for policy. The Secretary has q 
Deputy Under Secretary for policy available to him for that purpose if he gp 
desires. I do not recommend any change which the Secretary does not initiate, 
as he is the only one that can make this decision. 


GENERAL CONCLUSION 


The management survey report of Robert Heller & Associates, dated May 1), 
1954, is an important document for the guidance of present and future officers 
of the Department. It may not be feasible to accomplish all of the objectives 
outlined therein, but serious consideration has been and will be given to the 
various Heller recommendations which have not yet been adopted. 

Mention should be made here that the Secretary’s acceptance of most of the 
recommendations of the Public Committee on Personnel and the action taken as 
a result thereof will have a distinct bearing on many segments of the Heller 
report. The implementation of the Public Committee’s recommendations is being 
given top priority within the Department and, because of their importance and 
the general scope of that program, it is not possible to take a firm inventory of 
the progress of each and every item listed in the Heller report. 

The Department will continue to effect economies, to improve operating ef- 
ficiencies, and to adopt those Heller-sponsored projects (or some form thereof) 
which, in the course of time and after considered study, are deemed to be in 
the best interests of the Department. One of these projects is the establishment 
of a firm and recognized control over the allocation of funds throughout the 
Department as a responsibility of the budget officer, and provision of the co- 
ordination necessary to achieve this control between the policy and operating 
units and OBR. Another project under way is a review of personnel require 
ments of the Office of Personnel and its organization pattern. In addition, the 
Public Committee’s recommendations are being implemented throughout the 
Department, which action in itself is the Department’s answer to the Heller 
recommendations applying to the Office of Personnel. In the area of operations, 
a Deputy Assistant Secretary has recently been appointed to supervise this 
activity, which will result in a closer management review and control there 
than has been in existence heretofore. This move in effect accomplishes the 
recommendation of the Heller report on pages 62-63. 

Grateful appreciation should be expressed to Robert Heller & Associates for 
the contribution their report has and will make to the Department. 


I. W. CARPENTER, Jr. 
Attachments: Tabs A-D. 
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TapA 


Comparative estimates of economies effected by Heller recommendations 


Department esti- 


mates of actual Heller estimates 
savings 


1954 fiscal|1955 fiscal} Completed, | Withdrawals, 
year year (1954 fiscal year|1955 fiscal year 


Office of General Services (formerly Division of Central 
Services): 
1. Inventory reduction, New York 
2. Inventory reduction, Washington, D. C_______- 
3. Reduction in envelope inventory 
4. Forms review and control 
Office of Communications and Records (formerly Divi- 
sion of Communications and Records): 
5. Air pouch, weight limitation 60,810 | 128, 523 
6. Courier pouch, weight limitation : 
7. Courier pounch, reduction in routes. ---__.-._- 119, 838 | | 118, 300 
8. Courier pounch, reduction in couriers 


Subtotals 288, 892 | 278, 917 


INCOMPLETED WITHDRAWALS 


Office of General Services (formerly Division of Central 
Services): 
9, Transfer of warehousé operations to General 
Services Administration 
(Staff reductions at Washington warehouse) --.- 
10. Direct deliveries of bulk paper (awaiting alloca- 
tion of space) 
11. Overseas procurement 
12. U. S. Despatch Agency, services for other 
agencies 
13. U. S. Despatch Agency, personal shipments. 
Office of Communications and Records (formerly Divi- 
sion of Communications and Records): 
14. Telegraph, volume control]....--..--.-..----.-.- 
Special assignments: 
15. Tabulating machine installations 6, 300 1, 575 


(3) 
Subtotal 8, 900 110, 17 








Grand total 297,792 | 389, 087 489, 172 


. These figures are combined estimates on all three courier pouch items which are chargeable to a single 
allotment. 


2 Not implemented. 


Tas B 
DEPARTMENT OF STATE 
Office of Budget (OB) 
ORGANIZATION, FUNCTIONS, AND STAFF REQUIREMENTS 
I. MISSION 


The Office of Budget has central responsibility for coordination of the plan- 
ning, formulation, presentation, justification, and execution of the budgets for 
all programs of the Department, including the Foreign Service and acts for the 
Under Secretary for Administration in assuring State Department compliance 
With the directive from the Executive Office of the President as set forth by letter 
dated August 5, 1953, from the Director of the Bureau of the Budget. Inherent 
in this responsibility is the role of exercising budgetary control throughout 
the organization and rendering authoritative advisory assistance to administra- 
tors of action programs on budgetary and management matters. Primary re- 
sponsibility also rests in the Office for synchronizing financial plans with program 
requirements, establishing priorities of fiscal needs, and advising top manage- 
ment officials as to ways and means of securing the most effective program at- 
tainment within the practical availability of resources. It will further the de- 
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velopment of cost consciousness within the Department and Foreign Service 
Typical subject matter considerations of the Office’s staff and line relation. 
ships include: 
1. Broad policy aspects of financial problems encountered in program pe. 
formance ; 
2. Implications of new work plans or revisions in existing program; 
3. Planning, scheduling, and phasing of specific work programs; 
4. The negotiation and implementation of reimbursable operations performed 
by the Department for other offices and branches of the Government ; 
5. The coordination of all departmental and Foreign Service planning for 
effective utilization of foreign credits and currencies ; 
6. Initiate performance reporting system; and 
7. Make effective administrative use of data derived from reports, surveys, or 
technical inspections as a management control device. 
The Office of Budget assumes a significant responsibility for leadership jy 
promoting the utilization of the budget process, in its broadest sense, as a funda. 
mental of effective program planning, analysis, and control. 


II, PLACE IN THE DEPARTMENTAL ORGANIZATION 


The Office of Budget, under the immediate supervision and direction of the 
Director operates under the general direction of the Deputy Assistant Secretary 
for Administration. 

The Office provides program analysis in each substantive area of the Depart- 
ment with primary responsibility for technical guidance and audit of the develop. 
ment of proposed program plans, budgetary requirements, and for furnishing 
intra- and inter-area staff assistance in program administration. The Office 
of Budget is responsible for conducting periodic management analysis and 
budget reviews of the operating performance in the various areas of the Depart- 
ment and provides the central stimulus for utilization of effective techniques 
by the decentralized budget staffs, for rendering advice, and for review and co- 
ordination of area proposals with an overall perspective of departmentwide pro- 
gram requirements. 

The Office of Budget is the action arm of “A” in eneouraging and assisting the 
operating areas in the development and conduct of their respective manage- 
ment programs. Principal contributions of the Office of Budget will be in re- 
lating such programs to the budgetary, financial, and administrative implica- 
tions of overall problems and bringing its competence to bear on matters involy- 
ing considerations of an interdepartmental character. 


III, SCOPE OF RESPONSIBILITIES 


The variety and complexity of the Department’s programs encompassed with- 
in the field of international affairs and finance places a unique responsi- 
bility upon the central budget authority. The more significant characteristics 
of the programs which require a peculiar breadth of experience, competence, 
judgment, and program appreciation in the Office of Budget are: 

1. The program substance ranges from foreign economic and military aid, 
reconstruction, civil administration of occupied areas, general foreign relations, 
intelligence acquisition, influencing opinion of foreign populations, and col- 
laboration with other nations in the gamut of economic, social, and _ political 
relationships, to the rendition of service typified by consular activities. 

2. Most of the Department’s programs have collateral interests or companion 
programs in other agencies of the Government (i. e., USIA, FOA, Commerce, De- 
fense, Labor, HEW, Agriculture, etc.), and thus require phases of close inter- 
departmental planning, coordination, and control. 

3. All programs are dynamic in character and subject to continuous adjust 
ment or modification to maintain consonance with political, economic, an 
mutual defense developments throughout the world. 

4. The programs, by reason of importance in world affairs, their dynamic 
nature and political import within the United States, are constantly posing 
issues of relative priority within fixed practical financial limits. 

5. The administration of each program of the Department stems from the 
Assistant Secretary level which, in terms of capacity of central budget liaison. 
requires personal attributes and program knowledge of significant measure t0 
wield authoritative influence at the highest levels of administration. 
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6. The organization and administrative processes vary from program to 
program to best serve specific objectives and thus, the Office of Budget staff 
must possess a knowledge of the principles of public administration and related 
administrative devices and procedures. 


IV. FUNCTIONS 


In summary, the Office of Budget will: 

1. Serve as principal advisory staff to the Assistant Secretary for Admin- 
istration on budget and related management problems of the Department. 

2. Serve as the central budgetary management planning and programing staff 
of the Department in the review, coordination and control over the development 
of budgetary plans for funding and executing substantive programs. 

3. Examine the program, organizational, and procedural plans and opera- 
tions for all areas of the Department for the purpose of determining budgetary 
requirements and advise administrators thereon. 

4, Appraise program administration and adequacy of management through 
reports, observation or surveys, for the purpose of assuring effective use of 
budgeted funds in the accomplishment of program objectives. 

5. Evaluate the relative priority of existing and projected programs of the 
Department and prepare analytical forecasts of related budgetary requirements 
and implications. 

6. Provide technical supervision for operating offices over techniques of bud- 
get preparation and execution; and, based upon performance evaluation, advise 
operating offices regarding projects which should be instituted. 

7. Perform staff planning and, as directed, assist or serve as the alter ego 
of the Deputy Assistant Secretary (budget officer) in the presentation of budget 
estimates and justifications before the Bureau of the Budget and the Con- 
gress, and conducting relationships with the Bureau of the Budget, the Congress 
and other Government agencies on budgetary and related matters. 

8. Advise and assist administrators of action programs in the solution of 
management problems having budgetary implications. 

9. Appraise existing legislation and review and analyze proposed legislation 
from the standpoint of budgetary implications and feasibility, and plan or direct 
negotiations thereon with the Bureau of the Budget and Congress. 

10. Prescribe the form, content, basic assumptions, and policies for guidance 
of program budget units in the budget presentations. and analyze, advise on, 
and consolidate final estimates. 

11. Determine or approve budgetary plans in relation to work programs, and 
grant, authorize, and maintain overall control of funds and _ position 
authorizations, 

12. Reconcile the financial plan for the fiscal year with budget estimates 
previously presented to Congress. 

13. Prescribe budgetary reporting and control systems relating to fiseal and 
program accomplishment for the Department. 

Functions 1 through 9, which deal essentially with program planning, analysis, 
evaluation, and management appraisal, will be carried out by functional pro- 
fram analysts operating on a clientele basis. The balance of the functions, 10 
through 13, covering the calendar of the budget process, estimates preparation, 
approval of financial plans, and budgetary reporting and control, will be the 
responsibility of the Division of Financial Management with advisory assistance 
of, and clientele liaison through the Division of Program Review. 


V. INTERNAL ORGANIZATION 


The Office is composed of the Office of the Director; and two chief Divisions, 
the Division Review, responsible for liaison and analysis (administrative, con- 
sular, intelligence, geographic program. public affairs, international organiza- 
tions, economics, and refugee relief program, as well as collateral programs of 
FOA, USIA, and Defense), and a Division of Financial Management. 


1, The Office of the Director 

This Office will be responsible for the development, direction, and execution 
of plans for fulfilling the Office’s responsibility for coordination of budgetary 
management and fiscal plans, and methods of accomplishing all programs of the 
Department: for negotiation and implementation of reimbursable operations 
performed by the Department for other offices and branches of the Government ; 
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for coordination of all Department and Foreign Service planning for effectiy, 
utilization of foreign credits and currencies; and for initiating budgetary per. 
formance and pertinent cost analysis reporting systems. ‘The Director wij 
render advice and assistance to responsible executives on matters within the 
Office’s frame of functional reference hereinbefore outlined. 

The Director will represent personally or by delegation, the Office’s interes 
on major administrative committees. He will personally participate in such 
meetings as require horizontal representation. His supervisory responsibilities 
will, by virtue of the independent competence of staff, be limited to overal] pro. 
graming, coordination and general review of the Office’s accomplishments. xs 
Director he will direct and coordinate all activities specifically assigned to the 
Office involving relationships with the Bureau of the Budget and the Congress, 

The Office of the Director will also be responsible for : 

(a) Bureau of the Budget bulletins and circulars including their dis. 
tribution, assignment of necessary action and compliance; 

(b) review of legislation for compliance and carrying out of requirements 
and review of hearings for purposes of coordination and compliance with 
requests or directives ; 

(c) and maintenance of appropriation histories and files. 

The Special Assistants to the Director will be responsible for carrying out 
such assignments of internal coordination or specific ad hoc or continuing 
projects aS may be assigned by the Director. 


2. Division of Program Review 

The Division of Program Review will be responsible for the areas covered by 
the geographic and the functional bureau and offices of the Department. This 
covers the functional fields of administration-consular, publie affairs-inter- 
national organization activities, and intelligence-economics, and Geographic 
Bureau operations and the area administration for which they are responsible. 

As occasion requires each branch chief will be expected by assignment to 
perform the duties of the other as occasion warrants. Within the broad terms 
of assignment, subject only to general direction and coordination, the division 
chief will be independently responsible for developing his own work program, 
identifying clientele problems and objectives, determining data and analysis 
required for solution of operational problems, and advising and negotiating 
authoritatively with top officials in their respective areas on all matters. In 
addition to rendering advice on budgetary techniques, the Division chief will 
earry the responsibility for program analysis involving the budget management 
and fiscal aspects of functional objectives, processes, operational characteristics 
and current and long-range problems. 

In carrying out the range of responsibilities, the Division chief will: 

(a) Serve as expert functional adviser and analyst on budgetary man- 
agement and fiscal aspects of related substantive programs, relating sub- 
stantive accomplishments to financial plans. 

(b) Be cognizant of and interpret to executive and operating officials 
the broad policy impact of budgetary considerations encountered in action 
programs. 

(c) Aequire an intimate continuous intelligence of the conditions and 
affairs of specific functional programs through participation in_ policy- 
forming conferences, program staff meetings, briefing sessions, development 
of position papers, and close liaison with all levels of program administra- 
tors and principal officers. 

(d) Serve as a functional specialist on matters of program policy, content 
and scope, and operations, through budget examination, management 
analysis, and liaison responsibilities. 

(e) Keep abreast of significant program information, records of program 
accomplishment, and budgetary and financial status. 

(f) Provide an interprogram exchange of functional intelligence on mat- 
ters encompassing more than one functional interest, with the Division of 
Financial Management in regard to the coordination, review, and control 
of all programs. 


8. Division of Financial Management 

The Division of Financial Management will play a key role in providing tech- 
nical guidance and assistance to operating budget units in determining the 
allocation of funds and position authorizations for appropriations having mul- 
tiple operating claimants, developing and interpreting budgetary and _ perform: 





Vr effective 
etary per. 
ector wil] 
Vithin the 
's interest 
e in such 
Msibilities 
yerall pro- 
lents. As 
1ed to the 
Congress, 


their dis. 


uirements 
ance with 


rying out 
ontinuing 


overed hy 
nt. This 
Airs-inter- 
eographic 
sponsible, 
mment to 
rad terms 
@ division 
program, 

analysis 
egotiating 
tters. In 
chief will 
nagement 
icteristics 


ary man- 
iting sub- 


x officials 
in action 


tions and 
n_ policy- 
relopment 
ministra- 


7. content 
nagement 


| program 


> on mat- 
vision of 
d control 


ling tech- 
ning the 
ring mul- 
perform- 


ADMINISTRATION OF OVERSEAS PERSONNEL 447 


ance reports, and advising clientele Division of corrective administrative action 
indicated by significant report indexes. This Division wil be responsible for 
programing the entire budget process for all programs, including the prepara- 
tion of the calls for estimates, establishing budgetary and personnel ceilings, 
the review and coordination of estimates, the development of financial programs 
and apportionments, and reports and fiscal controls for all appropriations, 
allocations and working funds of the Department. 

The Division of Financial Management will have no clientele responsibilities, 
but rather will transmit actions to operating areas through the Division of 
Program Review. 

The Division of Financial Management will be responsible for the following 
activities under all appropriations of the Department: 

Call for forecast, annual and supplemental estimates.—(a) Develop the annual 
and special calls for long-range estimates of financial requirements, with ad- 
visory and review assistance of functional Division. This responsibility shall 
include the development of standard forms, techniques of preparation and defi- 
nition of general substantive data to be included, instructions regarding physical 
format, the timing, routing, clearance, procedures, ete. 

(b) Arrange for the review of such estimates by the Division of Program 
Review, consolidate same and prepare the ultimate presentation format for 
transmission to the Bureau of the Budget. 

(c) Act as liaison with the Bureau of the Budget in arranging for other dis- 
cussions required on technical phases of the submissions. 

Budgetary ceilings.—(a) Arrange the necessary interdivisional conferences 
for resolving the distribution of ceiling limitations at the appropriation level. 

(b) Advise substantive operating areas of the Department regarding their 
revised estimates and ceilings, through the Division of Program Review. 

Consolidation of estimates—(a) After review and approval of substance by 
the Division of Program Review, this Division will analyze final estimates pre- 
pared by the program areas of the Department for conformance with the instruc- 
tions contained in the call. 

(b) Other activities include: (1) Preparation of overall consolidated com- 
mittee tables required, (2) furnishing the necessary typing of stencils, ete., 
(3) arranging for reproduction, collating, tabbing, and indexing, (4) coordi- 
nating fiscal clearance with OF, and (5) transmitting estimates to the Bureau 
of the Budget or the Congress. 

Financial programs and apportionments.—(a) For appropriations to be cen- 
trally controlled, this Division will, with the advice and cooperation of the Divi- 
sion of Program Review, (1) develop the financial plan for budget execution and 
the related apportionment requests, (2) develop and submit to the Bureau of 
the Budget, the necessary requests for personnel ceilings, (3) prepare personal 
service authorizations, (4) prepare allotment advices for other than permanent 
personal services and travel, (5) prepare allotment authority to allottees respon- 
sible for the administration of their budget allotments. 

(b) For appropriations to be administered on a decentralized basis, this Divi- 
sion will (1) secure, through the clientele of the Division of Program Review, the 
financial programs, (2) refer same to the Program Division for review and ap- 
proval, and (3) establish such overall records of financial plans as are necessary 
to make possible the subsequent control on a report basis. 

Reporting systems and control devices.—This Division shall: 

(a) Maintain such records as are necessary to supplement the OF financial 
reports or provide for their maintenance in the substantive areas in the 
Department, in such a manner that monthly status reports may be developed 
for all appropriations of the Department. 

(0) Maintain liaison between OB and OF on technical requirements of 
reports and mechanisms for budgetary control. 

(¢) Maintain such records of employment and rates of obligation on per- 
Sonal services, or arrange for same to be kept in the substantive areas of 
the Department, in order that projections may be made to reflect the rela- 
tionship between program plans and fiscal resources. 

(d) Review and analyze for the office, the Form No. 133: Report on 
Status of Appropriations, and all other financial reports required by law. 

(e) Advise the other division of implications of appropriation status 
reports and advise regarding control action required to adjust performance 
in relation to financial situations. 

(f) Develop or approve the pattern of allotments for all appropriations 
to assure the development of data required in status control reports. 
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(g) Coordinate with OF the control of working fund transfers, reimburse. 
ment agreements and the documentations for settlement required thereunder, 

(h) Prepare recurring or special reports of budgetary character ag ro. 
quired by the Congress, the Bureau of the Budget, or control agencies jy 
the executive branch. 

(t) Provide technical guidance to the budget staffs in substantive areas 
regarding planning, preparation, and execution of financial programs. 

(j) Responsible for clearances on instructions to the field, including 4) 
departmental instructions on management, fiscal, and operating methods anq 
procedures (including those relating to FOA, USIA, etc.). 


NoveMBER 30, 1954. 
Tas D 


PROGRESS REPORT ON RECOMMENDATIONS REGARDING THE OFFICE OF PERSONNEL 
SURVEY 


Summaries of the findings and recommendations on the following organiza. 
tional units of the Office of Personnel were submitted with the first two install. 
ments of the general survey of PER. This memorandum is to report the progress 
made on implementation of the recommendations which have been approved, 
Comments on findings and recommendations of the Office of Personnel survey 
have previously been made to you and Mr. Saltzman on October 18. Only those 
findings and recommendations on which there has been further action are 
included in this report. Items not commented upon may be assumed to be fin- 
ished business. 

GENERAL 


Finding.—Most divisions do not have a formal progress reporting system. No 
internal audit system is provided and no policy regarding this control is stated, 

Action.—The Executive Officer has begun an analysis of the progress reports 
now being made by the several components of PER to develop a standardized 
report. The development of the format of this report will be completed by 
December 3, and it is now planned to have a formal progress reporting system in 
effect beginning with the January reports. 


OFFICE OF THE DIRECTOR 


Recommendation.—Progress reporting procedure to Deputy Assistant Secre- 
tary should be overhauled to provide ready basis for comparative analysis of 
operating efficiency of the division. 

Action.—This recommendation is being implemented through utilization of a 
standardized progress report described above. 


EXECUTIVE OFFICE 


Recommendaticn.—Organization and methods staff should report directly to 
the Chief of the Division. 
Action.—This has been implemented. Job descriptions are being rewritten to 
reflect organizational change. 
Recommendation.—General Services and Personnel Units workloads should be 
studied to determine if one clerk-typist could serve both units. 
Action.—This study has been completed, and the elimination of the clerical 
position in the General Services Unit is not practical. 
Recommendation.—Consolidate functions and eliminate supervisory positions 
by reorganizing Administration and Management Branch: 
(1) Abolish Communications, Records, and Reports staff as now 
constituted ; 
(2) Establish Communications and Files Section with present personnel 
but reporting directly to Head of Branch (Assistant Dxecutive Officer) ; 
(3) Establish Records and Reports Section reporting directly to Branch 
Head composed of present Service Control Unit and Foreign Service Invel- 
tory Unit combined into a Records Unit, and the present Reports Unit. 
Action.—It was necessary to draft new descriptions and allocate new jobs (0 
series and grades prior to the official reassignment of personnel who will be 
primarily involved in the changes. Also, it was necessary that an indication 
of final action regarding the acceptance of a Foreign Service officer appointment! 
and the determination of an assignment for the incumbent of the position as head 
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Estimates Staff 
Public Affairs Staff 

Geographic Program Staff 
Administrative and Consular Staff 





DIVISION OF ACCOUNTS 
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General Ledger accounts 
Accounts Receivable 
Tabulation Services 


DEPUTY ASSISTANT SECRETARY 
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Procedures and Review Staff 













FOREIGN REPORTING STAFF 


REP 





Establishment and control of Man 
Foreign Service reporting 1 
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OFFICE OF FOREIGN BUILDINGS 
OPERATIONS 
FBO 


Title and Survey Staff 
Architectural and Engineering Staff 
Furniture and Furnishings Staff 
Property Management Staff 
Leasing Staff 


DIVISION OF AUDIT 


Transportation Audit 
Payroll 

Retirement and Allotments 
Suspensions and Claims 
Miscellaneous voucher audit 





@ Secretary's Public Committee on Personnel recommended transfer of Foreign Service Institute from 
Office of Personnel to Office of Deputy Under Secretary for Administration. 
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of the Administration Branch be obtained. Job descriptions and allocations are 
being drafted and the final action with respect to the incumbent will be knowp 
during the month of December. 

Recommendation.—To provide understudy for present Executive Officer ; rotate 
Branch Heads as Acting Division Chiefs. 

Action.—Action has been accomplished and details have been made to individ. 
uals to act as Head of the Administration Branch and the Budget and Fisca] 
Branch. 

EMPLOYMENT DIVISION 


Recommendation.—A detailed appraisal of personnel assigned, operations, and 
anticipated workload of the Examining Branch is essential to insure that the 
Branch is equipped to handle a smoothly operating integration program. 

Action.—This recommendation has been implemented and a survey has been 
forwarded to this office. It recommends that in order to handle the anticipated 
workload 4 additional positions be added to the Examining Branch: (1) Deputy 
to the Executive Director, FSO-2, (2) Chief of Processing Unit, GS-13 (3) 
Supervisor of Clerical Staff, Processing Unit, FSO-6, and (4) 1 clerk-typist 
position in the administrative section. It also recommends the abolishment of 
one position, Administrative Officer, GS-11. During the course of this survey 
certain minor procedural defects were observed. The suggested changes to 
correct defects will require policy decisions by the Board of Examiners. Three 
individuals are under consideration for the position of Deputy to the Executive 
Director of the Board of Examiners. The responsibilities of the Bxecutive Di- 
rector have materially increased as a result of the integration program to the 
point where a reconsideration for allocating the grade of the position to a 
GS-15 should be made. This will be discussed with Mr. Wilson on his return 
next week. It is believed possible to fund the additional positions which the re- 
port suggests. The findings of the survey will be discussed with Mr. Wilson. 

Recommendation.—The oral examination procedure should be formalized to 
the extent necessary to provide a uniform interview with all candidates. 

Action.—This recommendation was discussed with the Director General of the 
Foreign Service and instructions have been issued to take steps to bring about 
uniform interviews. The details of the procedure to accomplish this are to be 
furnished by the Secretariat of the Board of Examiners. 


COMPENSATION DIVISION 


Finding.—Allowance statistician should validate basic data from newspapers, 
periodicals, and other established sources. Posts should submit evidence in 
support of basic data. Inspectors should plan professional “shopping” tours 
during post inspections. 

Action.—The Allowance Branch has requested certain additional periodicals 
including the New York Times and the New York Journal of Commerce, be 
obtained for use as reference materials. The documentary evidence submitted 
by posts in support of data on cost of living has been found to be selected with 
a view to favorably influencing the result of the analysis made by the Branch. 
A check-list type of questionnaire for inspectors to complete after visits to posts 
is being developed. It is hoped this questionnaire will eliminate the need for 
inspectors planning professional “shopping” tours. 

Finding.—Allowance Branch appears to be planning for excess supervision. 

Action.—The position of Chief of Allowances will not be filled by a permanent 
employee. There now exists a ratio of 1 supervisor to 10 employees, which is 
not considered excessive. 

Finding.—Eliminate one GS-12 supervisory position now vacant and plan for 
clerical positions to conduct followup action with posts submitting tardy or 
below-standard reports. 

Action.—The Branch has combined a research position with that of an Assist- 
ant Chief of the Measurement and Development Section which in effect eliminates 
a GS-12 position. The followup action with the posts is now being done by 
area analysts. 

Finding.—Convert Assistant Branch Head position, GS-13, to a research posi- 
tion with responsibility for improving techniques in establishing allowances. 

Action.—The need for research has been met by giving primary responsibility 
for the develépment aspect of the Measurement and Development Section to the 
Assistant Chief of the Section. Present plans now call for staffing only 1 of the 2 
top positions in the Branch. 
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Action —The need for research has been met by giving primary responsibility 
for the development aspect of the Measurement and Development Section to the 
Assistant Chief of the Section. Present plans now call for staffing only 1 of the 2 
top positions in the Branch. 

Finding.—Classification Branch has a large backlog of work and is under- 
staffed. Services of additional position classifiers and clerk-typists are needed 
to meet production requirements. 

Action.—Three additional classifiers are due to come on-board as soon as they 
receive clearance from SY. 

Finding.—Approved reorganization plan for the Branch should be effected at 
once. 

Action.—Actual reorganization was effected on October 14. 

Finding. —Production control system (progress reports) are needed by Branch 
Head to gain maximum utilization of assigned personnel. 

Action.—Classifiers are required to submit monthly reports on the number of 
positions allocated during the month. As soon as additional classifiers are 
on-board this report will be expanded to cover in detail work being performed 
by Branch personnel. 

Recommendation.—Abolish the Compensation Division and establish an Allow- 
ances Division and a Classification Division. 

Action.—Because of prior commitments made by the Deputy Assistant Secre- 
tary for Personnel, it was not practical to implement this recommendation. The 
position, Head of Compensation Division, has been filled and the incumbent in- 
structed to implement another recommendation of this survey that the Classifica- 
tion Branch should receive special attention during its reorganization and reduc- 
tion of backlog. The desirability of maintaining a Compensation Division will 
be reexamined within the next 6 months. 


Xx 





